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AGENDA:  FRAUD 


OFFICE  OF  THE  ATTORNEY  GENERAL 
One  Ashburton  Place 
Boston,  MA  02108-1698 
6H-727-2200  (^1^^ 


,  r  I'j  ' 


To  the  Citizens  of  Massachusetts: 


As  citizens  of  Massachusetts  we  are  all  paying,  in  addition  to  our  taxes,  our  high 
automobile  insurance  premiums  and  the  billons  of  dollars  spent  on  health  insurance, 
an  expensive  "fraud  tax."  The  "fraud  tax"  is  the  hidden,  extra  amount  that  we  pay  in 
insurance  premiums,  in  taxes,  for  health  care  and  for  goods  and  services  that  is 
added  to  cover  the  cost  of  fraud  and  corruption. 

Medicaid  fraud,  automobile  insurance  fraud,  workers'  compensation  fraud, 
unemployment  compensation  fraud  and  white  collar  crime  are  among  the  many  types 
of  fraud  that  contribute  to  the  "fraud  tax."  Having  looked  at  these  issues  for  several 
years,  I  am  convinced  that  the  amount  of  fraud  in  the  private  sector  dwarfs  the  money 
lost  to  public  corruption. 

Regardless  of  where  or  how  the  fraud  occurs,  it  is  costing  Massachusetts  working 
men  and  women  billions  of  dollars  annually.  Fraud  is  not  a  'victimless'  crime.    It  is 
crippling  small  businesses,  costing  us  jobs,  and  diminishing  the  impact  of  important 
government  programs.  It  is  making  Massachusetts  an  expensive  place  in  which  to  do 
business  and  to  live. 

As  Attorney  General,  one  of  my  highest  priorities  is  the  prosecution  and  elimination  of 
fraud.  I  recently  issued  a  report,  "Combatting  the  Fraud  Tax"  which  details  the  work 
my  office  has  done  in  this  area.  Working  with  businesses  and  the  insurance  industry 
is  a  unique  public/private  partnership,  we  have  made  real  inroads  into  this  problem 
that  affects  us  all. 


Scott  Harshbarger 
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FRAUD  AWARDS 
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WORKERS' 
COMPENSATION 


Last  year  began  a  unique  public/private 
partnership  between  the  Attorney  General's 
office  and  the  Insurance  Fraud  Bureau  of 
Massachusetts.  The  AG's  office  also  began 
working  closely  with  Special  Investigative 
Units  of  insurance  companies  and  other 
businesses,  state  agencies,  and  individuals 
who  review,  investigate  and  process 
insurance  claims.  These  groups  have  worked 
with  us  to  criminally  prosecute  all  kinds  of 
insurance  fraud.  The  following  are  recent 
actions  taken  by  the  office  to  carry  out  those 
and  other  cooperative  enforcement  efforts. 

September,  1992... 

AG  OFFERS  ADVICE  ON 
WORKERS' COMP  FRAUD 

On  September  24,  1992  Attorney  General 
Scott  Harshbarger  delivered  a  speech  on 
Workers'  Compensation  Fraud  at  a  day-long 
seminar  sponsored  by  Lynch,  Ryan  & 
Associates  Inc.,  a  Westboro  management 
consulting  firm  specializing  in  workers' 
compensation  cost  reduction  programs. 

Harshbarger  addressed  nearly  250 
employers,   including   CFO's  of  small 


businesses,  injury  coordinators,  safety 
personnel  and  human  resources  personnel. 

Attorney  General  Harshbarger  stated  that 
the  cost  of  fraud  in  the  workers'  compensation 
system  has  reached  outrageous  levels  with 
one  estimate  being  that  fraud  accounts  for 
five  to  twenty-five  percent  of  the  total  cost  of 
the  system.  He  stressed  solid  documentation 
must  be  kept  by  employers  in  an  effort  to 
eliminate  fraud.  He  also  emphasized  the 
employers'  responsibility  to  operate  a  safe 
workplace,  educate  employees  about  the 
system,  provide  managed  care,  and  offer 
temporary  light  duty  to  get  employees  back 
to  work  quickly  after  an  accident. 


November,  1992... 

AG  &  INSURANCE  FRAUD 

BUREAU  CO-SPONSOR 

INSURANCE  FRAUD  SEMINAR 

The  Attorney  General  and  the  Insurance 
Fraud  Bureau  co-sponsored  "Insurance 
Fraud:  Criminal  Prosecutions  Training 
Seminar"  on  Friday,  November  13th,  1992, 
forclaims  adjusters  and  insurance  company 
investigators. 

The  all-day  meeting  was  held  to  train 
insurance  company  investigators  in  the 
preparation  of  fraud  cases  for  criminal 
prosecution.  Nearly  300  people  attended. 

Harshbarger  stressed  the  importance  of 
working  more  closely  with  Special 
Investigative  Units  of  insurance  companies 
and  many  other  businesses,  state  agencies 
and  individuals  who  investigate  insurance 
claims.  He  said  it  is  the  expertise  and 
cooperation  of  those  individuals  who  are  in 
a  position  to  identify  ana  document  such 
fraudulent  activity  that  is  the  key  to  future 
successes. 
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December,  1992... 
AG'S  OFFICE  RECEIVES  HIGH 
MARKS 

The  Associated  Industries  of  Massachusetts 
(AIM)  Oversight  Committee  was  formed  in 
February,  1992  to  monitor,  from  the 
employer's  perspective,  the  implementation 
of  the  1991  workers'  compensation  reform 
legislation,  Chapter  398.  During  1992  the 
Committee  met  with  government  officials 
and  insurance  industry  representatives  and 
testified  before  various  agencies  and  the 
Legislature  to  advance  the  goals  of  reform: 
cost  reduction  and  a  stable,  streamlined 
system.  At  the  end  of  the  first  year  under 
Chapter  398,  the  Oversight  Committee 
reported  substantial  progress  toward  the 
goals  they  identified  in  February. 

The  Oversight  Committee  identified  the  most 
important  goals  and  issues  for  the  year  and 
reported  their  progress  on  a  report  card  that 
was  issued  in  December.  The  Attorney 
General's  unit,  underthe  Fraud  Investigations 
and  Prosecutions  section,  received  the 
highest  mark  possible. 


January,  1993... 

HARSHBARGER  DELIVERS 
KEYNOTE  ADDRESS 

Attorney  General  Harshbarger  delivered  the 
keynote  address  at  a  breakfast  entitled, 
"Fraud  and  Abuse  in  the  Workers' 
Compensation  System".  The  breakfast  was 
co-sponsored  by  Stephenson  and  Brook  Co. , 
Inc.,  and  Mintz,  Levin,  Cohn,  Ferris,  Glovsky 
and  Popeo,  P.C. 

The  Attorney  General  spoke  on  working 
togetherto  eliminate  fraud,  waste  and  abuse 
in  the  Workers'  Compensation  system. 


He  outlined  problems  in  the  workers' 
compensation  system  and  discussed  the 
Attorney  General's  actions  in  addressing 
those  problems.  The  Attorney  General 
concluded  by  suggesting  ways  in  which  we 
can  work  together  to  eliminate  fraud  in  the 
system. 


AG  INDICTS  SOMERVILLE  MAN 
FOR  PERJURY 

On  November  9th,  1992  a  Somerville  man 
was  arraigned  on  a  perjury  charge  in 
connection  with  a  workers'  compensation 
claim. 

The  man  pled  not  guilty  at  this  arraignment 
and  was  held  on  $1 ,500  cash  bail. 

On  December  16, 1982  he  had  filed  a  workers' 
compensation  claim  alleging  an  industrial 
accident  attheTyca  Corporation,  in  Waltham. 
On  July  22, 1 991 ,  at  a  hearing  on  this  claim, 
he  allegedly  testified  under  oath  that  he  had 
not  appeared  before  the  Department  of 
Industrial  Accidents  under  any  other  name 
or  on  any  other  claim. 

The  Commonwealth  alleges  that  he 
appeared  before  the  Department  of  Industrial 
Accidents  under  another  name,  claiming 
injury  on  a  1986  slip  and  fall  at  a  Howard 
Johnson's  restaurant.  He  allegedly  collected 
benefits  on  both  cases. 

He  was  indicted  by  a  Suffolk  County  Grand 
Jury  on  October  27th,  on  one  count  of  perjury. 
The  indictment  was  a  result  of  a  joint 
investigation  by  the  Attorney  General's  office, 
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the  Insurance  Fraud  Bureau  of 
Massachusetts  and  the  Traveler's  Insurance 
Company. 

STATE  EMPLOYEE  INDICTED  ON 

MORE  THAN  $66,000  IN 

COMPENSATION  FRAUD 

A  Middlesex  County  Grand  Jury  returned 
four  indictments  against  a  state  Department 
of  Mental  Retardation  employee  relating  to 
his  allegedly  fraudulent  filing  of  insurance 
and  workers'  compensation  claims  and 
illegally  collecting  more  that  $66,000  from 
the  Commonwealth. 

The  Somerville  man  was  indicted  on  two 
counts  of  larceny  over  $250,  one  count  of 
filing  a  fraudulent  insurance  claim  and  one 
count  of  filing  a  false  claim  against  the 
Commonwealth. 

He  claimed  to  have  been  injured  on  October 
1 , 1 989,  while  working  at  the  Fernald  School 
in  Belmont.  He  made  an  insurance  claim  of 
the  alleged  injuries  sustained  with  the  state's 
insurer.  He  then  made  a  second  allegedly 
fraudulent  claim  for  compensation  from  his 
second  job  at  Human  Services  Personnel  in 
Jamaica  Plain  and  their  insurer,  the  Liberty 
Mutual  Insurance  Company,  with  which  he 
entered  into  a  lump  sum  agreement  in 
September,  1990.  He  allegedly  collected  a 
total  of  $66,240  on  both  claims. 

EMPLOYMENT 
AND  TRAINING 

The  Unemployment  Trust  Fund  must  borrow 
$5  million  from  the  federal  government  every 
day  to  continue  operation.    In  an  effort  to 


lowerthis  figure,  the  Attorney  General's  office 
has  made  it  a  priority  to  root  out  fraud  in  the 
program  at  every  level. 

Fraud  takes  many  shapes  within  the 
unemployment  system.  From  illegal 
immigrants,  fictitious  companies,  and  multiple 
false  names  and  social  security  numbers,  to 
persons  registering  in  multiple  states, 
companies  who  under  pay,  and  companies 
who  don't  pay  into  the  fund,  all  types  of  cases 
have  been  discovered.  Checks  are  collected 
under  persons  names  who  have  been 
imprisoned  or  who  are  deceased,  and  by 
employed  persons  who  claim  to  be 
unemployed.  Theft  of  checks  and  kickbacks 
for  those  within  the  system  who  help  others 
process  false  claims  all  add  to  the  problem. 

DET  has  stepped  up  its  prosecutions  for 
delinquent  employer  contributions  to  the 
Unemployment  Fund  and  its  prosecution  of 
employer  and  employee  fraud. 

The  Division  has  taken  a  pro-active  stance 
under  Attorney  General  Harshbarger.  In 
hopes  of  deterring  others  from  committing 
fraud  against  the  system,  arrests  are 
frequently  made  at  a  persons'  place  of 
employment.  Persons  fraudulently  collecting 
unemployment  checks  are  commonly  being 
arrested  at  the  DET  satellite  office  when 
picking  up  unemployment  checks. 

Within  the  last  year  and  a  half,  numerous 
employers  have  been  ordered  to  pay 
restitution  for  amounts  in  default  ranging 
from  $30,000  to  $125,000.  The  majority  of 
cases  have  resulted  in  guilty  findings  and  the 
imposition  of  restitution. 

The  following  statistics  are  for  calendar  year, 
1992.  The  figures  representthe  department's 
success  in  the  past  year  regarding  arrests, 
cases,  and  money  collected. 
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DET  STATS... 


Category 

Year 

Difference 

1991 

1992 

Referrals 

301 

280 

-21 

Court  Appearances 

595 

848 

+253 

Disposed 

158 

270 

+112 

Arrest/Surrenders 

173 

235 

+62 

Monies  Collected 

$726,975 

$816,967 

+$89,992 

Active  Appeals  Year  End 

16 

18 

+2 

DET  CASES 

WOBURN  MAN  PLEADS  GUILTY 
TO  $300,000  THEFT  FROM  STATE 


The  Wakefield  man  was  sentenced  to  seven 
to  ten  years  in  state  prison  in  July,  after  he 
pleaded  guilty  to  one  count  of  larceny  over 
$250,  forty-one  counts,  each  of  false 
representations  to  the  Commonwealth,  and 
filing  false  claims  upon  the  Commonwealth, 
and  six  counts  of  filing  false  tax  returns. 


AWoburn  man  pleaded  guilty  to  larceny  and 
receiving  stolen  property  charges  in 
connection  with  the  theft  of  approximately 
$300,000  from  the  state  by  a  former 
Department  of  Welfare  accountant.  The 
guilty  plea  follows  indictments  that  were 
returned  in  June  by  a  Suffolk  County  Grand 
Jury  after  an  investigation  by  the  Attorney 
General's  Public  Integrity  Division  and  the 
Bureau  of  Special  Investigations. 

A  Wakefield  man  was  also  involved  in  the 
scheme.  That  second  man  stole 
approximately  $300,000  from  the 
Department  of  Welfare.  He  worked  as  a 
Department  accountant  from  1984  to  April, 
1 992.  He  directed  special  payments  to  the 
Woburn  man,  representing  that  the  Woburn 
man  had  provided  medical  ordental  services 
to  Medicaid  recipients. 

The  Woburn  man  pleaded  guilty  to  one  count 
of  larceny  over $250  by  acontinuing  scheme 
and  one  count  of  knowingly  receiving  stolen 
property.  He  was  sentenced  to  three-to-five 
years  in  state  prison. 


TWO  CORPORATE  OFFICIALS 

INDICTED  ON  STATE  TAX 

CHARGES 

Two  employees  of  the  now  defunct  RAS 
Industries  were  indicted  for  allegedly 
withholding  state  tax  deductions  from 
employees  and  failing  to  pay  taxes  to  the 
Commonwealth.  They  were  also  charged 
with  filing  false  tax  returns  and  failing  to  pay 
unemployment  contributions. 

The  two  were  indicted  on  two  counts  of  filing 
false  State  Income  Tax  Returns  and  20  counts 
of  failing  to  account  for  and  pay  over  to  the 
State  tax  withholdings  and  deductions,  and 
five  counts  of  failing  to  pay  unemployment 
insurance  contributions. 

The  defendants  allegedly  withheld 
$67,111.49  in  tax  deductions  from  their 
employees  over  a  20  month  period  during 
1 989  and  1 990,  until  the  company  ceased  to 
do  business.  The  defendants  allegedly  failed 
to     pay     unemployment     insurance 
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contributions  totalling  $29,107.43  and  filed 
tax  returnsfor  1989  and  1990,  while  continuing 
to  pay  themselves  a  weekly  salary  between 
$1 ,300  and  $1 ,400. 

FORMER  STATE  EMPLOYEE 

GUILTY  OF  STEALING 
UNEMPLOYMENT  CHECKS 

A  former  DET  employee  from  Quincy  was 
found  guilty  on  charges  stemming  from  the 
theft  of  $7,899  worth  of  unemployment 
checks  from  the  Quincy  DET  office  and 
threatening  a  witness  in  the  case. 

He  stole  25  unemployment  checks  totalling 
$7,899  from  April  to  July,  1 992  while  employed 
by  DET.  Checks  were  cashed  at  a  Quincy 
area  bankand  several  check-cashing  centers. 
He  also  threatened  a  witness  in  the  case. 

He  was  found  guilty  on  one  count  of  larceny 
over  $250  and  one  count  of  making  threats 
with  intent  to  commit  murder. 

He  was  sentenced  to  two  years  in  the  House 
of  Corrections,  one  yearto  serve,  the  balance 
suspended  for  one  year  and  restitution, 
$7,899,  to  be  paid  to  Department  of 
Employment  and  Training. 

INSURANCE 


the  prosecution  of  the  office's  insurance  fraud 
case  load. 

The  Insurance  Fraud  Unit  works  closely  with 
the  Insurance  Fraud  Bureau  of 
Massachusetts  (IFB),  which  also  began 
operating  in  1991.  The  Bureau  is  an 
investigative  agency  underwritten  by 
members  of  the  Massachusetts  insurance 
industry.  IFB  is  charged  with  investigating 
cases  of  insurance  fraud  in  the 
Commonwealth  and  referring  appropriate 
cases  to  the  Attorney  General's  office  for 
prosecution.  For  the  first  time  in 
Massachusetts,  this  cooperative  partnership 
brings  together  public  and  private  resources 
to  addressthis  very  serious  problem  of  fraud. 

The  primary  source  of  case  referrals  to  the 
office  is  the  IFB.  The  Attorney  General's  Unit 
is  focusing  on  the  investigation  and 
prosecution  of  automobile  insurance  fraud, 
homeowners'  insurance  and  workers' 
compensation  fraud,  and  fraud  by  claim 
adjusters,  agents  and  other  individuals 
employed  in  the  insurance  industry. 


INSURANCE  CASES 


FRAUD 


SOMERVILLE  MAN  ARRAIGNED 

IN  AUTO  INSURANCE  FRAUD 

RING 


The  Insurance  Fraud  Unit  of  the  Office  of  the 
Attorney  General  has  been  operational  for 
fifteen  months.  By  statute,  the  Office  of  the 
Attorney  General  was  allocated  $1 00,000  for 
prosecution  of  automobile  insurance  fraud 
cases.  The  amount  is  used  for  an  assistant 
Attorney  General  position,  data  processing, 
and  computer  systems,  all  directed  towards 


A  Haitian  National  was  arrested  in  January 
by  Massachusetts  State  Police  and  arraigned 
in  Middlesex  Superior  court  for  his  alleged 
involvement  in  a  major  Somerville  auto 
insurance  fraud  ring. 

At  his  arraignment  he  pled  not  guilty  to  one 
count  of  insurance  fraud,  one  count  of  larceny 
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over  $250,  one  count  of  attempted  larceny, 
and  one  count  of  conspiracy.  He  was  held  on 
$7,500  cash  bail. 

He  was  indicted  along  with  eight  others  in 
July,  1 992,  for  their  alleged  involvement  in  a 
series  of  staged  accidents  for  the  purposes 
of  collecting  fraudulent  insurance  claims. 
The  investigation  has  examined  more  than 
150  alleged  false  claims  in  this  case  that 
allegedly  amount  to  over  $3,000,000. 

BROCKTON  MAN  INDICTED  ON 
INSURANCE  FRAUD  SCHEME 

A  Suffolk  County  Grand  Jury  returned  three 
indictments  against  a  Brockton  man  relating 
to  his  alleged  submission  of  fraudulent 
medical  bills  and  wage  information  to  the 
Plymouth  Rock  Assurance  Company  in 
support  of  claim  for  bodily  injuries  suffered  in 
a  motor  vehicle  accident. 

The  man  was  indicted  on  one  count  of 
attempted  larceny,  one  count  of  insurance 
fraud  and  one  count  of  perjury. 

He  was  involved  in  an  auto  accident  on  July 
8, 1 989.  It  was  determined  that  the  fault  lay 
with  the  other  driver  who  was  insured  by  the 
Plymouth  Rock  Assurance  Company.  In 
filing  his  claim  with  Plymouth,  it  is  allegedthat 
the  defendant  altered  his  medical  records  to 
reflect  a  more  serious  physical  condition, 
inflated  his  yearly  salary  so  as  to  increase  the 
amount  of  lost  wages  he  could  claim,  and 
claimed  that  he  was  unable  to  work  for  a 
period  far  in  excess  of  the  actual  time  he  was 
incapacitated. 

CLAIMS  ADJUSTER  PLEADS 
GUILTY  TO  INSURANCE  FRAUD 

A  former  claims  adjuster  for  Travelers 
Insurance  Company  pleaded  guilty  tocharges 


that  he  created  false  auto  insurance  claims 
and  issued  more  than  $4,200  in  payments  to 
himself  and  to  friends. 

He  was  sentenced  to  two-and-one-half  years 
to  four  years  in  state  prison,  suspended  for 
three  years.  He  was  also  ordered  to  pay 
$4,242  in  restitution.  He  was  indicted  on 
June  30th  on  six  counts  of  making  a 
fraudulent  entry  in  a  corporate  record  and 
six  counts  of  larceny  over  $250. 

He  created  false  auto  insurance  claims  based 
on  phony  accidents  and  then  arranged  to 
have  checks  totalling  approximately  $4,200 
issued  on  the  phony  accident  claims  in  order 
to  obtain  the  proceed  of  those  checks, 
between  October  and  November,  1991. 


MEDICAID 
FRAUD  NEWS 


The  focus  of  the  Medicaid  Fraud  Control 
Unit  is  the  investigation  and  criminal 
prosecution  of  health  care  providers  and 
vendors  who  defraud  the  Commonwealth's 
Medicaid  Program  or  who  abuse  and  neglect 
patients.  Investigating  and  prosecuting 
Medicaid  provider  waste,  fraud  and  abuse  is 
a  major  priority  in  Massachusetts,  as  the 
state  Medicaid  Program  is  the  largest  line 
item  in  the  state  budget.  The  Massachusetts 
Medicaid  budget  ranked  sixth  largest  in  the 
nation  in  federal  fiscal  year  1991 . 

JThe  Massachusetts  Medicaid  Fraud  Control 
Unit  under  went  substantial  reorganization 
and  restructuring  when  Attorney  General 
Harshbarger  took  office.  The  new  initiatives 
and  aggressive  approach  to  fraud  and  abuse 
investigation  has  already  resulted  in  the 
indictment  of  36  individuals,  the  conviction 
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of  7  and  the  recovery  of  nearly  13  million 
taxpayers'  dollars  which  were  fraudulently 
obtained. 

TOTAL  DOLLARS  RECOVERED 
1988-1992 

$  Millions 
16 

14 
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CIVIL  AND  CRIMINAL  RECOVERIES... 

Category 

Year 

Difference 

1991 

1992 

Overpayments  Recovered 

$557,207 

$11,040,987 

+$10,483,780 

Fines  &  Penalties 

$144,309 

$162,535 

+$18,226 

Civil  Damages  Assessed 

$67,068 

$459,750 

+$392,682 

PNA  Recoveries 

$30,457 

$55,999 

+$25,542 

Other  Recoveries 

$40,000 

$2,675,000 

+$2,635,000 

Totals 

$1,813,167 

$12,830,456 

+$13,555,229 
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FORMER  HOSPITAL  ENTERS 
$500,000  MEDICAID  SETTLEMENT 

The  former  Parkwood  Hospital  of  New 
Bedford  reached  a  $499,500  civil  settlement 
with  the  Medicaid  Fraud  Control  Unit  of  the 
Attorney  General's  office,  stemming  from  the 
alleged  receipt  of  improper  Medicaid  funds. 

The  settlement  with  the  former  hospital 
focuses  on  the  alleged  improper  receipt  of 
Medicaid  monies  from  1984  to  1988. 
Allegations  include  billing  for  services 
performed  by  other  medical  entities  which 
were  not  enrolled  in  the  Medicaid  program 
and,  therefore,  not  entitled  to  perform 
Medicaid  services  or  receive  fees  for  services 
provided  to  Medicaid  recipients. 

The  hospital  allegedly  submitted  Medicaid 
claims  to  the  Department  of  Public  Welfare 
for  counselling  services  performed  by 
psychologists  not  employed  by  or  properly 
affiliated  with  Parkwood.  Parkwood  also 
allegedly  processed  Medicaid  claims  for 
cardiac  monitoring  devices  which  were 
installed  in  patients'  homes  purportedly  by  a 
related  medical  services  company  with 
common  ownership  to  Parkwood. 

The  agreement  calls  for  the  payment  of 
$487,000  to  the  Medicaid  program  and 
$1 2,500  to  Harshbarger's  office  for  the  costs 
associated  with  the  investigation. 

AG  FILES  $90,000  CONSENT 
JUDGMENT  WITH  PHYSICIAN 

The  Medicaid  Fraud  Control  Unit    filed  a 


$90,000  civil  consent  judgment  with  a 
Brookline  physician  as  a  result  of  alleged 
violation  of  state  Medicaid  laws  and 
regulations. 

The  physician  allegedly  billed  the  Medicaid 
program  for  physical  therapy  treatments 
performed  on  recipients.  The  regulations 
require  that  physical  therapy  be  performed 
by  licensed  physical  or  occupational 
therapists.  She  allegedly  hired  a  masseur  to 
render  treatments.  From  January,  1989  to 
October,  1991 ,  she  was  paid  approximately 
$75,000  by  Medicaid  for  these  treatments. 

The  complaint  alleged  that  she  wrongfully 
received  $75,000  from  the  Department  of 
Public  Welfare  by  engaging  in  fraud,  deceit 
and  misrepresentation,  as  well  as  breach  of 
contract  with  the  Department's  Medicaid 
program. 

The  physician  entered  into  a  civil  settlement 
agreement  whereby  $75,000  was  paid  to  the 
Department  of  Public  Welfare  as  restitution 
for  overpayments  received  from  the  Medicaid 
program.  Another  $15,000  was  paid  to  the 
Attorney  General's  office  in  restitution  forthe 
costs  of  the  investigation. 


HARSHBARGER  OBTAINS  $300,000 

CIVIL  JUDGMENT  WITH  REVERE 

PHARMACY 

The  Medicaid  Fraud  Control  Unit  filed  a 
consent  judgment  with  Revere  Pharmacy, 
Inc.,  for  alleged  violations  of  the  state  Medicaid 
laws  and  regulations. 

The  civil  complaint  alleged  that  Revere 
Pharmacy,  Inc.,  wrongfully  received $100,000 
from  the  state's  Medicaid  program  from 
January,  1988  to  December,  1992. 
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The  terms  of  the  consent  judgment  require 
Revere  Pharmacy  to  pay  $100,000  in 
restitution  and  $200,000  in  damages  and 
civil  finesto  the  Department  of  Public  Welfare 
for  payments  allegedly  received  as  a  result  of 
false  statements  and  representations  to  the 
Commonwealth. 

Revere  Pharmacy,  Inc.,  allegedly  received 
payment  to  which  it  was  not  entitled  by  billing 
the  state  for  dispensing  brand-name  drugs 
when,  in  fact,  the  recipients  would  have 
received  the  less  expensive  generic  brand. 

Revere  Pharmacy  has  denied  any 
wrongdoing  in  this  matter  and  its  employees 
fully  cooperated  with  the  Attorney  General's 
investigation. 

FRAUD  REPORT 
AND  AWARDS 


Attorney  General  Harshbarger  held  a  press 
conference  on  February  9th,  1 993  to  release 
the  first  in  a  series  of  fraud  reports.  "Fraud 
Detection  and  Prosecution"  details  the 
staggering  amount  of  fraud  in  the  public  and 
private  sector,  the  exorbitant  costs  to  the 
Commonwealth's  citizens  and,  for  the  first 
time,  an  increase  in  significant  civil  and 
criminal  penalties  for  white-collar  criminals. 
The  report  focuses  on  four  areas  of  fraud 
including  Medicaid,  insurance,  workers' 
compensation  and  unemployment. 

The  Attorney  General  also  awarded  six 
citizens  commendations  for  their  assistance 
in  detecting  fraud  throughout  the 
Commonwealth: 

Karl  Hupfer:  Manager,  Special  Investigation 
Unit,  Hanover  Insurance  Company,  New 


England  Branch  -  Hupfer  donated  two 
vehicles  to  Harshbarger's  Criminal  Bureau, 
for  assisting  in  undercover  investigations. 

Marsha  MacDougall:  Investigator,  Insurance 
Fraud  Bureau  -  MacDougall  was  invaluable 
to  Harshbarger's  IFB  in  the  prosecution  of  a 
New  Hampshire  man  who  staged  choking 
incidents  in  a  number  of  area  restaurants. 

Cynthia  Mohan:  in  charge  of  the  Workers' 
Compensation  Department  at  Plastican,  Inc., 
a  Leominster-based  company  -  Mohan  was 
responsible  for  detecting  and  working 
cooperatively  with  the  Attorney  General's 
office  in  prosecuting  a  case  involving  a 
Plastican  employee  who  was  illegally 
collecting  workers'  compensation  benefits. 

Lt.  Richard  Rand:  Governor's  Auto  Theft 
Strike  Force  -  He  and  his  staff  coordinated 
investigation  efforts  that  led  to  the  successful 
prosecution  of  a  major  auto  theft/stolen  parts 
rings. 

Frank  Risatti:  Chief  Claims  Investigator, 
Department  of  Employment  and  Training  - 
Risatti's  staff  coordinated  efforts  with 
Harshbarger's  Division  of  Employment  and 
Training  in  arresting  individuals  who  commit 
unemployment  fraud. 

Florence  Webb:  Director  of  the  Springfield 
area  Department  of  Welfare  since  1984  - 
She  and  her  staff  have  been  instrumental  in 
assisting  Harshbarger's  Medicaid  Fraud 
Control  Unit  with  services  ranging  from 
interpreters  to  office  space  for  confidential 
investigation  interviews. 

Reports  are  available  through  the  Attorney 
General's  Office  please  contact  Erin 
O'Sullivan  at  617-727-2200  x2674. 
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WHERE  TO  REPORT  FRAUD 


James  Bryant 
Brian  Burke 
Michael  Kogut 
Carmen  Russo 


Insurance  Fraud  Division 


617-727-2200x2866 


Dept.  Employment  &  Training     6 1 7-727-6824 


Medicaid  Fraud  Control  Unit       617-727-2200x3814 


Civil  Investigation  Division  6 1 7-727-2200x2930 


Insurance  Fraud  Bureau  Hot  Line 


1-800-32FRAUD 


Department  of  Employment  &  Training  Hot  Line 


1-800-354-9927 
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AGENDA:  FRAUD  NEWSLETTER 


We  hope  you  enjoyed  the  second  issue  of  Attorney  General  Scott  Harshbarger's  FRAUD 
NEWSLETTER.  If  you  are  aware  of  someone  we  have  overlooked  on  our  mailing  list,  please 
print  their  name  at  the  bottom  of  this  form.  In  the  event  that  you  have  moved,  please  fill  in 
the  updated  information  and  return  the  form  to  Ms.  Erin  O'Sullivan,  Publications  Coordinator, 
One  Ashburton  Place,  20th  Floor,  Boston,  MA  02108. 

If  you  have  any  comments  or  suggestions,  please  feel  free  to  include  them  on  this  form. 

ADDITIONAL  MAILING  LIST: 

Name 

Street_Addre_ss 

Citx.  _State_  Zip_co_c!e_ 


ADDRESS  AS  IT  CURRENTLY  APPEARS: 

Name, . 

Street_Address_ 

City_ _  _?tat§ _Zip_code_ 


ADDRESS  AS  IT  SHOULD  APPEAR: 

Name „____. . 

Street_  Address 

City_ State Zip_code_ 

Thank  you  for  your  cooperation  and  suggestions. 
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Department  of  Employment  &  Training 

Hot  Line  a  Success 
for  the  Commonwealth 

The  Attorney  General's  office  arrested  sixteen  people  at  unemployment  offices 
around  the  state  in  conjunction  with  DETs  Claims  Investigation  Department.  These 
individuals  were  arrested  for  filing  false  claims  or  for  crimes  such  as  impersonating 
individuals  who  are  in  prison,  out  of  the  country,  or  deceased.  Many  of  these 
individuals  have  also  been  found  to  have  outstanding  warrants  for  charges  such  as 
assault  and  battery,  breaking  and  entering  and  possession  of  narcotics.  All  of  these 
arrests  are  a  result  of  the  success  of  DETs  hot  line  established  in  February,  1 992. 

The  success  of  the  hot  line  can  be  measured  by  the  outstanding  statistics  recorded 
to  date  and  the  overwhelming  number  of  1 ,695  calls  received  alleging  unemployment 
insurance  fraud  in  the  last  eighteen  months.  Impressive  numbers  from  the  DETs 
Investigations  Department  are  being  tabulated  every  day. 

(continued  pg.  3) 


Hot  Line  Statistics 

Cases  assigned  to  DET  investigators: 

1992 
1,023 

1/23-5/23 

267 

Potential  overpayments  resulting  from 
completed  fraud  cases: 

$409339 

$432,188 

Cases  involving  the  assistance  of  the  AG's 
Criminal  Investigator,  Joe  Kintigos. 
Total  cases: 

16 

9 

Arrests  due  to  criminal  activity 
involving  U.I.  benefits: 

11 

1 

Assistance  in  resolving  other  types 

of  cases  referred  to  DET's  Claims 

Investigation  Department: 

5 

8 
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To  the  Citizens  of  Massachusetts: 

Previous  issues  of  AGenda:  Fraud  outlined  the  crippling  effects  of  the  "fraud  tax,"  that  hidden, 
extra  amount  we  all  pay  in  insurance  premiums,  taxes,  for  health  care,  and  for  goods  and  services 
that  is  added  to  cover  the  cost  of  fraud,  waste  and  abuse  in  the  workers'  compensation  system, 
the  Medicaid  program,  the  unemployment  compensation  system  and  in  automobile  insurance 
claims.  This  newsletter  and  a  series  of  recent  speeches  I  have  made  to  business  associations 
and  employee  groups,  have  been  forums  in  which  I  have  attempted  to  inform  the  general  public 
about  efforts  my  office  has  taken  and  successes  we  have  had  in  reducing  the  "fraud  tax." 

As  Attorney  General,  one  of  my  highest  priorities  is  the  investigation,  prosecution  and  elimination 
of  fraud.  Today,  I  am  asking  each  and  every  one  of  you  to  join  with  me  in  making  elimination  of 
the  "fraud  tax"  one  of  your  top  priorities  as  well. 

Although  not  surprised,  I  am  alarmed  by  numerous  surveys  showing  that  the  public  attitude  on 
fraud  is  one  of  general  passiveness  at  best,  but  more  so,  one  of  casual  acceptance.  Filing  false 
or  padded  insurance  claims,  working  "under  the  table"  to  stretch  to  the  limit  unemployment 
benefits  or  faking  symptoms  of  an  injury  to  remain  on  workers'  compensation  are  illegal  practices 
which  are  far  too  common  and  too  costly.  Many  view  these  practices  as  an  entitlement  because 
rates  are  too  high,  premiums  too  expensive,  and  "everyone  does  it."  In  reality  everyone  does  not 
do  it,  and  those  of  us  who  don't  must  fight  back  and  do  so  with  vigor. 

You  can  make  a  difference  by  adopting  a  "zero  tolerance"  attitude  on  fraud.  When  someone 
commits  fraud,  they  receive  an  undeserved  benefit  and  you  pay  an  unnecessary  cost.  It  is  time 
for  all  of  us  to  take  it  personal,  and  do  all  we  can  among  family  and  friends,  with  co-workers  and 
in  our  business  practices  to  stop  fraud  before  it  starts.  Do  not  look  the  other  way  or  ignore  it,  don't 
be  afraid  to  speak  up  and  voice  your  disapproval,  it  /syour  business,  and  you  can  do  something 
about  it.  Be  aware  of  the  warning  signs  and  report  fraud  when  you  see  it.  Set  a  tone  for  others 
to  follow  that  says  we  can  no  longer  afford  and  will  no  longer  tolerate  the  "fraud  tax." 


Sincer 


cott  Harshbarger 


IN  THIS  ISSUE!! 

DET  I  WORKERS'  COMP.  I        MEDICAID  I  NEWSLETTER 

News        1-3        I  News       5-6  I  News       9  I  CONTRIBUTION      12 

Cases      4  Cases      7-8  leases      9-11 
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DET  continued) 

The  DETs  Claims  Investigation 
Department  is  headed  by  Frank 
Risatti,  Chief  Investigator.  It  is 
also  staffed  with  five  claims 
nvestigators  -  one  for  each  of 
the  DETs  five  regions  -  and  one 
intermittent  claims  clerk  who 
functions  as  an  administrative 
assistant  to  the  Chief 
Investigator. 

Investigators  from  the  DET  follow 
a  specific  outline  once  they 
receive  a  call  on  the  hot  line.  The 
following  steps  are  taken  once  a 
call  is  received. 


CHRONOLOGY  OF 
CASES  REFERRED 
TO  DETs  CLAIMS 
INVESTIGATION 
DEPARTMENT 

1.  Cases  come  to  CID  from 
several  sources:  DET  Internal 
Control  Fraud  hot  line,  letters 
and  phone  calls  directly  to  CID 
from  both  named  and 
anonymous  sources,  other  DET 
Departments  and  local  claims 
offices,  other  state  agencies,  etc. 

2.  Incoming  allegations  are 
logged  and  suspects  are 
checked  on  the  DET  computer 
system  to  determine  if  there  is  an 
existing  unemployment  claim  and 
possible  fraud. 


3.  If  the  suspect  has  a  claim  on 
file,  a  printout  of  said  claim  is 
obtained. 

4.  The  case  is  reviewed  by  the 
Chief  Investigator  to  determine  if 
the  allegation  has  validity  and  if 
so,  what  course  of  action  to  be 
taken. 

5.  If  the  case  warrants  an 
investigation,  it  is  assigned  based 
on  one  of  the  geographic 
locations. 

6.  The  Claims  Investigation 
Department  investigates  whether 
the  claim  is  valid  by: 

-reviewing  employee  and 
other  relevant  records 
-reviewing  and  challenging 
the  accuracy  of  the  records 
-analyzing  and  collaborating 
the  information 
-filing  a  report  to  the  Chief 
Investigator  for  review 

7.  The  investigator  determines 
whetherthe  investigation  is  valid 
and  makes  a  determination  by 
contacting  all  interested  parties 
in  person,  via  phone,  or  by  mail. 
Investigators  are  empowered  to 
examine  all  employment,  payroll, 
and  other  relevant  records  in 
determining  the  accuracy  of  the 
allegations. 

8.  Upon  completion  of  the 
investigation,  all  case  material  is 
analyzed  and  a  decision  is  made 
based  on  the  facts  of  the  case. 


9.  The  case  is  written  up  and 
submitted  to  a  Chief  Investigator 
for  review  and  a  determination  of 
whetherthere  is  an  overpayment 
or  it  is  a  referral  to  the  AG's 
office. 

10.  If  there  is  sufficient  evidence 
to  prove  U.I.  Fraud,  the  case  is 
referred  to  a  local  claims  office  to 
have  an  overpayment  written  and 
issued  to  claimant. 

1 1 .  If  the  case  is  referred  to  the 
AG's  office,  the  investigator 
assists  in  the  prosecution  of  the 
case.  If  the  claimant  appeals 
overpayment,  the  investigator 
represents  DET  at  an  agency 
hearing.  ■ 


DET 
HOTLINE 
NUMBER 

1-800-354-9927 
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\Dept.  of  Employment  & 
Training  Cases 


FORMER  DET  EMPLOYEE 
FOUND  GUILTY  IN 
SCHEMETO  DEFRAUD 
STATE 

A  former  employee  of  DET  was 
found  guilty  on  charges  resulting 
from  the  theft  of  $2,262  from  the 
Commonwealth  DET,  his  former 
employer. 

He  was  found  guilty  of  one  count 
each  of  larceny  by  scheme  over 
$250  and  insurance  fraud. 

The  man  approved  a  claim  in  the 
name  of  an  individual  who  was 
originally  denied  unemployment 
insurance  benefits.  He  approved 
the  issuing  of  checks  on  the  phony 
claim  to  a  third  party,  who  would 
take  the  checks  and  cash  them. 

The  scheme  went  on  for  several 
months  until  it  was  discovered  by 
the  person  whose  claim  was 
denied  that  an  active  claim  existed 
in  her  name  and  checks  were  being 
issued. 


THIRTEEN  INDIVIDUALS 
CONVICTED  OF 
STEALING  CHECKS 
FROM  DET  OFFICES 

The  thirteenth  individual  convicted 
of  stealing  checks  from  the 
Department  of  Employment  and 
Training  pled  guilty  on  June  8th, 
1993.  She  was  charged  with 
larceny  over  $250,  uttering  and 
receiving  stolen  property. 

She  was  sentenced  to  one  year  in 
the  house  of  corrections,  five  years 
probation,  and  restitution  of 
$4,333. 

She  was  part  of  a  paper  intensive 
investigation  the  Attorney 
General's  office  conducted  ending 
in  the  prosecution  of  thirteen 
individuals  involved  in  a  scheme 
to  cash  71  stolen  checks  from  the 
DET.  Those  individuals  are  now 
serving  an  average  sentence  of 
90  days  to  2  1/2  years  in  prison 
and  restitution  in  the  amount  of 
$22,500. 


He  was  sentenced  to  a  year  in  the 

The  success  of  these  intensive 

House  of  Correction,  suspended 

paper  cases  is  directly  attributable 

for  one  year  and  a  $1 ,000  fine. 

to  the  close  working  relationshipp 
between  the  AG's  office  and  the 

The  investigation  of  these  cases 

DET.B 

was  carried  out  with  the  assistance 

of  DETs  Internal  Control  Unit  and 

the  U.S.  Department  of  Labor's 

Office  of  The  Inspector  Generals 
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On  May  25th,  the  Office  of  the 
Attorney  General  and  the 
Insurance  Fraud  Bureau  of 
Massachusetts  sponsored  a 
training  seminar  on  the 
investigation  and  criminal 
prosecution  of  insurance  fraud. 

Over  150  insurance  company 
SIU  staff  and  claims  adjusters, 
employers,  risk  managers  and 
others  attended  the  seminar. 

The  purpose  of  the  seminar  was 
to  assist  investigators  by 
providing  a  better  understanding 
of  the  difficulties  inherent  in  a 
criminal  prosecution  of  workers' 
compensation  fraud  so  that 
investigations  can  be  conducted 
to  address  and  minimize  those 
difficulties.  Experienced  inves- 
tigators found  useful  sug- 
gestions in  the  materials  and 
newer  investigators  were  able 
to  familiarize  themselves  with 
some  of  the  legal  pitfalls  awaiting 
a  case  in  court.  The  goal  of  the 
seminar  was  to  provide  a  better 
understanding  of  what  happens 
in  court  and  what  the  law 
requires  to  help  investigators 
build  strong  cases  by 
overcoming  problems  early  in 
an  investigation.  ■ 


Harshbarger  Alerts  State  Groups  on  Growing 
Problem  of  Workers'  Compensation  Fraud 

4/15/93  Associated  Subcontractors  of  Massachusetts 

The  Attorney  General  outlined  problems  in  the  workers'  compensation 
system,  discussed  what  the  Attorney  General's  office  has  done  and 
will  continue  to  do  to  address  those  issues,  and  suggested  ways  in 
which  people  can  worktogetherto  eliminate  fraud  inthe  system  at  the 
Associated  Subcontractors  of  Massachusetts  meeting  in  mid-April. 

The  Associated  Subcontractors  of  Massachusetts  is  composed  of 
small  business  men  and  women  who  perform  subtrade  work  (electrical, 
painting,  concrete,  steel  and  the  like)  and  are  an  integral  part  of  the 
construction  process,  both  on  a  private  and  public  basis. 


4/27/93  Better  Business  Bureau  of  Central  New  England 

Attorney  General  Harshbarger  spoke  to  the  Better  Business  Bureau 
of  Central  New  England  about  fraud  and  its  crippling  effect  on  small 
businesses,  the  loss  of  jobs  and  the  diminishing  impact  on  important 
government  programs. 

He  informed  the  group  that  the  Medicaid  budget  in  Massachusetts 
totals  $3  billion  annually  and  that  last  year  nearly  $300  million,  or  10 
percent,  was  lost  to  fraud  and  abuse.  An  additional  $700,000  was 
recovered  from  people  who  made  fraudulent  workers'  compensation 
claims.  An  amnesty  program  for  employers  who  did  not  pay 
unemployment  compensation  charges  resulted  in  $156,000  being 
recovered  to  date. 

To  get  at  the  root  of  the  workers'  compensation  crisis,  the  AG's  office 
is  focusing  on  all  of  the  players  in  the  system,  not  just  employees  who 
collect  illegally,  but  also  employers,  health-care  providers,  insurers 
and  attorneys  who  are  in  any  way  engaged  in  fraudulent  practices. 


5/6/93  Northeastern  University  Center  for  Family  Business 

Attorney  General  Harshbarger  told  owners  of  family  run  businesses 
that  workers'  compensation  fraud  accounts  for  a  high  percentage  of 
workers'  compensation  premiums  nationwide.  The  meeting  was 
organized  by  Northeastern  University's  Center  for  Family  Business. 

He  emphasized  that  not  only  employees  can  commit  fraud  but  also 
employers,  doctors,  and  lawyers.  The  lawyers  may  be  involved  in 
unethical  behavior  by  collecting  hefty  fees  and  assisting  employees 
in  receiving  unjustified  benefits. 
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AG'S  TASK  FORCE  TO  REDUCE  WASTE,  FRAUD  &  ABUSE 
IN  THE  WORKERS9  COMPENSATION  SYSTEM 

The  Attorney  General's  Workers'  Compensation  Task  Force  met  on  May  26th  to  discuss  signifies 
cases,  utilization  review,  and  standards  for  claims  handling  and  fraud  detection. 

Commissioner  James  Campbell  from  the  Department  of  Industrial  Accidents  (DIA)  spoke  on  utilizatic^ 
review.  Mr.  Campbell  told  the  group  that  many  times  workers'  compensation  claims  are  up  to  fourtirX, 

:...iu...iknr  mnrlinnl  /-.  I  n  I  m  e»  pi  ihmiHoHtrt  inci  iranoo  pnmnanlflc     Pnrthic  roaenn  the  HI  A  hr>r« 


as  expensive  than  other  medical  claims  submitted  to  insurance  companies.  Forthis  reason  the  DIA  ho 
to  improve  the  situation  in  five  steps. 

1)  promulgate  regulations  for  utilization  review 

2)  develop  guidelines  for  treatment  in  workers'  compensation  including 
ambulatory  care 

3)  data  collection  -  pass  along  standard  information  on  services  used  (single 
billing  form) 

4)  educate  providers  about  the  guidelines 

5)  quality  issues  -  quality  care  maintained  or  improved 


*\ 


D' 


John  Nicholson,  Senior  Special  Investigator  for  the  Liberty  Mutual  Insurance  Company  Spea 
Investigation  Unit,  spoke  on  the  standards  for  claims  handling  and  fraud  detection.  At  Liberty  Mutu< 
training,  advising  and  educating  all  employees  who  play  a  major  roles  in  claims  handling  is  a  numberon 
priority.  Six  investigators  make  weekly  visits  to  supervisors  and  claims  personnel  fraud  advisors.  Sped 
Investigative  Units  (SlU's)  play  a  significant  role  in  the  workers'  compensation  battle  by  developing  cas 
for  referral  to  the  Insurance  Fraud  Bureau  of  Massachusetts.  ■ 


advice  to  employers 

-make  jour  work  environment  as  safe  and  as  risk*free  as  possible 
-educate  your  employees  about  the  workers*  compensation  system 
^effectively  manage  cases  when  employees  are  legitimately  injured 
-offer  employees  temporary  modified-duty  whenever  possible 
-ask  for  help  with  your  workers'  compensation  problem  from  the 
specialists 

when  you  suspect  fraud*.. 

otify  your  risk  management  firm 

prk  closely  with  your  insurer 
cooperate  with  Insurance  Fraud  Bureau  investigators 
closely  follow  each  case  to  be  sure  it  is  fully  investigated  and 

eady  for  prosecution 
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RANDOLPH  MAN 
INDICTED  FOR 
ALLEGED  INSURANCE 
AND  WORKERS'  COMP 
FRAUD 

A  Randolph  man  was  indicted  by 
a  Norfolk  County  Grand  Jury  on 
one  count  of  larceny  over  $250, 
one  count  of  insurance  fraud  and 
one  count  of  workers'  com- 
pensation fraud.  He  is  alleged  to 
have  fraudulently  received  over 
$15,000  in  workers'  com- 
pensation benefits  from  Liberty 
Mutual  Insurance  Company. 

He  was  allegedly  assaulted  in 
November,  1991 ,  while  working 
as  a  security  guard  for 
Straughter  Associates.  Gun- 
shots were  allegedly  fired  at  both 
he  and  his  partner,  but  neither 
received  serious  injury.  He  filed 
for  workers'  compensation 
benefits  as  a  result  of  the 
psychological  toll  which  he 
alleged  this  incident  caused.  He 
subsequently  settled  the  case 
for  $15,000  plus  medical 
expenses.  However,  the 
Commonwealth  alleges  that  he 
was  working  as  a  security  guard 
for  another  company  during  the 
period  he  was  allegedly  disabled 
from  working  as  a  security  guard 
for  Slaughter  Associates.  ■ 


STATE  EMPLOYEE 
FOUND  GUILTY  OF 
WORKERS* 
COMPENSATION 
FRAUD 

A  state  Department  of  Mental 
Retardation  employee  was  found 
guilty  by  a  Middlesex  Superior 
Court  jury  on  charges  relating  to 
his  fraudulent  filing  of  insurance 
and  workers'  compensation 
claims  and  illegally  collecting 
more  that  $66,000  from  the 
Commonwealth. 

He  was  found  guilty  of  one  count 
of  larceny  over  $250,  one  count 
of  filing  a  fraudulent  insurance 
claim  and  one  count  of  filing  a 
false  claim  against  the 
Commonwealth. 

He  was  sentenced  to  six  months 
in  the  House  of  Correction, 
suspended.  The  Commonwealth 
recommended  a  sentence  of 
three  to  five  years  in  state  prison. 

The  man  is  a  state  employee  for 
the  Department  of  Mental 
Retardation.  He  claimed  to  have 
been  injured  on  October  1 , 1 989, 
while  working  at  the  Fernald 
School  in  Belmont.  He  made  an 
insurance  claim  with  the  state's 
insurer  for  the  alleged  injuries 
sustained.  He  then  made  a 
second  fraudulent  claim  for 


compensation  from  his  second 
job  and  their  insurer,  the  Liberty 
Mutual  Insurance  Company,  with 
which  he  entered  into  a  lump 
sum  agreement  in  September, 
1990.  He  collected  a  total  of 
$66,240  on  both  claims. 

The  case  was  a  result  of  a  joint 
investigation  by  Louis  Russo, 
investigator  of  the  Attorney 
General's  Civil  Investigation 
Division,  the  Insurance  Fraud 
Bureau  of  Massachusetts  and 
the  Public  Employee  Retirement 
Administration  (PERA).  ■ 


MAN  ACTING  AS 
INSURANCE  &  BOND 
BROKER  INDICTED 
FOR  ALLEGEDLY 
DEFRAUDING 
CUSTOMERS  OF 
$43,000 

An  East  Dennis  man  who 
engaged  in  the  bond  and 
insurance  business  in  Boston  has 
been  indicted  on  charges  alleging 
that  he  embezzled  workers' 
compensation  insurance 
premiums  entrusted  to  him  and 
sold  fraudulent  surety  bonds, 
involving  more  than  $43,000. 
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The  man  was  indicted  by  a 
Suffolk  County  Grand  Jury  on  six 
counts  of  larceny  over  $250, 1 3 
counts  of  forgery,  13  counts  of 
uttering  a  forged  instrument  and 
two  counts  of  acting  as  an 
insurance  broker  without  a 
license  from  April,  1991  through 
May,  1992.  He  maintains  a 
business  known  as  United 
Insurance  Agency,  Inc.,  d/b/a 
American  Bond  Underwriters,  at 
171  Milk  Street  in  Boston. 

It  is  alleged  that  his  license  as  an 
insurance  brokerwas  suspended 
in  1981  and  never  reinstated.  It 
is  further  alleged  that  he 
nevertheless  acted  as  a  broker 
by  acting  for  two  small 
Massachusetts  businesses 
(unaware  of  his  unlicensed 
status)  in  negotiating  the  renewal 
of  the  businesses'  workers' 
compensation  insurance.  He 
allegedly  embezzled  over 
$20,000  of  premium  payments 
sent  to  him  by  Hub  Foundation, 
Inc.,  a  pile-driving  business  in 
Wellesley ,  for  submission  to  The 
Hartford  Insurance  Company. 

In  addition,  he  allegedly  em- 
bezzled insurance  premium 
payments  submitted  by  the 
Fairhaven  Chowder  House, 
totalling  over  $2,800,  and  stole 
the  proceeds  of  refund  checks 
issued  to  that  restaurant  after 
cancellation  of  its  workers' 
compensation  policy.  It  is  alleged 
that  he  accomplished  this  theft 
by  causing  the  restaurant's 
endorsement  to  be  forged  on  the 
refund  checks  and  causing  those 
checks  to  be  deposited  into  the 
American  Bond  Underwriters 
bank  account. 


It  is  also  alleged  that  he  issued  a 
series  of  fraudulent  surety  bonds 
to  MDM,  Inc.,  a  contracting 
business  in  Dudley,  thereby 
defrauding  that  business  of  more 
than  $18,000  paid  to  American 
Bond  Underwriters  as  premiums 
for  the  bonds.  He  allegedly 
represented  himself  as 
authorized  to  issue  bonds  on 
behalf  of  Continental  Insurance 
company;  because  he  was 
allegedly  not  so  authorized  by 
Continental,  the  bonds  were 
worthless. 

A  1987  consent  judgment, 
resulting  from  an  action  brought 
by  the  AG's  Consumer  Protection 
Division,  permanently  enjoined 
him  from  acting  as  an  insurance 
agent  or  broker  unless  and  until 
properly  licensed. 


MANOMET  MAN 
INDICTED  ON 
INSURANCE  FRAUD 
CHARGES 

A  Manomet  man  was  indicted  on 
one  count  of  larceny  over  $250 
and  one  count  of  insurance  fraud. 

He  was  employed  by  the  Ticor 
Title  Company  of  Los  Angeles, 
California.  He  allegedly  claimed 
to  be  totally  disabled  due  to  an 
injury  at  Ticor's  Boston  offices  in 
May,  1990.  Although  he  allegedly 
claimed  to  be  totally  disabled,  he 
allegedly  worked  at  two  similar 
jobs  for  other  employers.  He 
allegedly  collected  a  total  of 
$32,936  in  total  disability  benefits 
while  working  elsewhere. 


July  199c 

The  indictment  was  the  result  o  I 
a  joint  investigation  by  the 
Attorney  General's  office  and  thef 
Insurance  Fraud  Bureau  o 
Massachusetts.  ■ 


ROCKLAND  ROCK  N' 
ROLLER  INDICTED  FOF 
ALLEGED  $82,000 
WORKERS1 
COMPENSATION 
FRAUD 

A  Rockland  man  was  indicted  fo 
collecting  as  much  as  $82,000  i 
allegedly  fraudulent  workers 
compensation  benefits  while  h 


continued  to  perform  in  a  rocH 
band. 


He  was  indicted  on  one  count  o 
larceny  over  $250  and  one  counl 
of  insurance  fraud.  He  was  an 
employee  of  Grossman's  Lumbei 
Company,  located  in  Braintree, 
and  alleged  to  be  totally  disabled 
due  to  an  injury  he  sustained 
while  working  for  the  company 

Although  he  alleged  to  be  totally 
disabled  from  February,  1988J 
through  March,  1992,  he  con- 
tinued to  perform  as  the  lead 
singer  in  a  heavy  metal  rock  band  j 
at  various  nightclubs  and  concert] 
halls  throughout  the  region.  He 
allegedly  collected  a  total  of] 
$82,577  in  total  disability  benefits 
while  performing  as  a  singer. 

The  case  was  investigated  by 
the  Insurance  Fraud  Bureau  of 
Massachusetts.  ■ 
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he  AG's  Medicaid  Fraud  Control 

Jnit  continues  to  maintain  a 

>alanced  enforcement  approach 

n  investigating  providers  in  the 

Medicaid  system.  With  expend- 

tures  of  over$3  billion,  Medicaid 

s  the  single  largest  line  item  in 

)f  he  state  budget.  The  majority  of 

nhose  funds  are  disbursed  to 

s  providers  of  goods  and  services 

so  the  Massachusetts  Medicaid 

^population. 

MFCU's  balanced  enforcement 
ncludes  a  mix  between  civil 
settlements  and  criminal 
Drosecutions;  large  companies/ 
Droviders  and  smaller  entities  and 
ndividuals;  various  provider 
ypes  including  doctors,  dentists, 
pharmacists  and  drug  com- 
ipanies;  and  various  geographic 
regions  of  Massachusetts. 

Harshbarger  is  committed  to 
aggressive  enforcement  action 
against  those  who  violate  not 
only  technical  regulatory 
requirements  but  those  who 
commit  more  egregious 
violations  including  filing  false 
claims  and  larceny.  MFCU  works 
closely  with  the  Department  of 
Public  Welfare's  Medicaid 
program,  the  Department  of 
Public  Health  and  the  various 
professional  boards  which 
license  health  related  and  allied 
health  professionals.  ■ 


NEEDHAM 
PSYCHIATRIST  PAYS 
$37,000  SETTLEMENT 
TO  MFCU 

The  Medicaid  Fraud  Control  Unit 
reached  a  $37,500  settlement 
with  a  Needham  psychiatrist  who 
is  Chief  of  Psychiatry  at  the 
Leonard  Morse  Hospital  in 
Natick.  The  Attorney  General's 
investigation  stemmed  from  the 
alleged  receipt  of  improper 
Medicaid  funds  by  the  physician. 

The  physician  entered  into  the 
agreement  resolving  an 
investigation  that  focused  on 
alleged  improper  billing  practices 
for  the  period  of  July,  1989  to 
April,  1992.  Allegations  include 
billing  for  expensive  psycho- 
therapy visits  when  a  less 
expensive  service  should  have 
been  billed  and  billing  for  services 
on  dates  when  patients  were  not 
seen.  ■ 


RATE  SETTING 
COMMISSION 
AUDITOR  AND 
FORMER  NEW  MEDICO 
EMPLOYEE  INDICTED 

A  state  Rate  Setting  Commission 
auditor  and  a  former  New  Medico 
accountant  were  indicted  by  a 


Suffolk  County  Grand  Jury  on 
multiple  counts  of  larceny  and 
conspiracy.  The  indictments 
stem  from  a  MFCU  investigation 
into  an  alleged  embezzlement 
scheme  totalling  $240,000  from 
New  Medico  Associates,  Inc.,  a 
Boston-based  health  care 
management  company. 

Senior  Auditorof  the  Rate  Setting 
Commission's  Long  Term  Care 
Bureau  was  indicted  on  1 7  counts 
of  larceny  over  $250,  four  counts 
of  uttering,  one  count  of  filing 
false  tax  returns  and  one  count 
of  conspiracy. 

A  former  New  Medico  accountant 
was  indicted  on  41  counts  of 
larceny  over  $250,  fourcounts  of 
uttering,  one  count  of  conspiracy, 
one  count  of  making  false 
corporate  entries  and  one  count 
of  making  false  Medicaid  claims 
regarding  the  company's  annual 
cost  report  filings  with  the  state. 

Also  indicted  were  four  other  New 
Medico  employees. 

State  police  assigned  to  the 
Attorney  General's  office  arrested 
three  of  the  individuals  on  March 
2,  1993.  Two  were  freed  after 
posting  bail  and  one  was 
released  on  personal  recog- 
nizance. ■ 
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SPRINGFIELD  HOME 
NURSING  AGENCY 
AND  OWNER  ORDER 
TO  PAY  BACK  $6,000  TO 
THE  STATE  MEDICAID 
FUND 

A  Springfield  home  health  care 
agency  and  its  owner  were 
ordered  by  a  Suffolk  County 
judge  to  pay  back  $6,000  relating 
to  charges  of  larceny  and  filing 
false  Medicaid  claims  with  the 
Department  of  Public  Welfare. 

A  Chicopee  man  and  his 
company,  Pediatric  Care  of 
America,  Inc.  d/b/a/  Pedicare, 
both  were  ordered  to  one  year  of 
unsupervised  probation  and 
restitution  in  the  amount  of 
$6,000.  He  and  Pedicare 
provide  nursing  services  to 
seriously  ill  pediatric  patients  who 
are  home  bound. 

The  indictments  allege  that 
between  November,  1989  and 
October,  1 991 ,  he  and  Pedicare 
billed  the  Department  of  Public 
Welfare  for  dozens  of  skilled 
nursing  visits  that  were  never 
performed.  He  allegedly  billed 
patients  for  home  visits  even 
when  the  patients  were  not  at 
home,  or  for  expensive  skilled 
nursing  services  when  a 
Pedicare  employee  would  drive 
a  recipient  to  a  doctor's 
appointment.  There  were  also 
alleged  instances  when  Pedicare 
would  cancel  a  nursing  visit  to  a 
recipient's  home,  but  billed  the 
Department  as  if  the  patient  had 


been  seen  by  the  nurse.  The 
alleged  false  bills  resulted  in  the 
theft  of  approximately  $5,250.  ■ 


FORMER  QUINCY 
CHAIR  CARE 
COMPANY  OWNER 
SENTENCEDTOJAIL 

A  Quincy  chair  company  pled 
guilty  in  Suffolk  Superior  Courtto 
various  criminal  charges  for  the 
fraudulent  billing  of  $12,000  in 
rides  to  and  from  medical 
appointments  for  Medicaid 
recipients  in  the  Greater  Boston 
area. 

The  owner/operator  of  Freedom 
Transportation  Company  in 
Quincy,  pled  guilty  to  two  counts 
of  larceny  over  $250,  five  counts 
of  filing  false  Medicaid  claims.  In 
addition,  he  admitted  that  he 
deliberately  did  not  file  individual 
income  tax  returns  on  the  money 
received  from  the  Department  of 
Public  Welfare's  Medicaid 
program. 

Suffolk  Superior  Court  Judge 
Barbara  A.  Dortch  sentenced  him 
to  one  year  in  the  House  of 
Correction,  30  days  to  be  served, 
the  remainder  to  be  suspended 
fortwo  years  pending  supervised 
probation.  He  was  also  ordered 
to  pay  $12,000  in  restitution  to 
the  Department  of  Public 
Welfare,  if  he  obtains  sufficient 
funds  to  pay  the  Commonwealth 
during  the  period  of  his  probation. 
Between  May,  1992  and 
December,  1992,  he  billed  the 
Department  of  Public  Welfare  for 
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services  which  he  neveL 
rendered  to  eligible  Medicaid, 
recipients.  He  also  billet^ 
Department  of  Public  Welfan)r€ 
repeatedly  for  the  services  of  i  h€ 
second  attendant,  when  hiw 
performed  the  trips  alone.  ■ 

'r 
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WORCESTER  \n 

PHARMACIST  PLEADS 

GUILTYTO  MEDICAID 

FRAUD 


PI 
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A  former  Worcester  pharmaq 
owner  pled  guilty  in  Suffol 
Superior  Court  for  stealing 
$2,800  and  filing  false  Medicaids 
claims  to  the  Department 
Public  Welfare. 


\ 


A  Paxton  man  pled  guilty  to  11  r 
counts  of  larceny  over  $250  anic 
was  sentenced  to  two  yeant 
probation  by  Judge  Guy  Volterra 
He  was  also  ordered  to  pa 
$3,000  in  fines. 

The  former  Lee's  Maincres 
Pharmacy,  Inc.  pled  guilty  to  2( 
counts  of  filing  false  Medicaii 
claims.  By  pleading  guilty,  the 
corporation  admitted  to  filing 
fraudulent  claims  to  the 
Department  of  Public  Welfari 
(DPW).  The  Court  ordered  tin 
corporation  to  pay  $281 4.63  ii 
restitution  and  a  fine  of  $500 

The  indictments  charged  tha 
between  March,  1991  and 
October,  1992.  He  and  Lee's 
Maincrest  billed  the  DPW  to 
prescription  drugs  which  were 
never  provided.  The  indictment 
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urther  charge  that  he  and  his 
corporation  inflated  claims  to  the 
}PW  by  billing  for  an  amount  of 
description  drugs  in  excess  of 
the  amount  actually  provided  by 
h  recipients. 


The  investigation  was  a  joint 
effort  by  the  Attorney  General's 
Medicaid  Fraud  Control  Unit  and 
the  Board  of  Registration  in 
Pharmacy.  ■ 


NEW  JERSEY 
PHARMACEUTICAL 
CORPORATION 
SETTLES  WITH  MFCU 

Medicaid  Fraud  Control  reached 
an  unprecedented  civil  settle- 
ment with  Schering  Corporation 
of  New  Jersey  to  resolve  claims 
that  the  New  Jersey  Corporation 
excluded  Medicaid  and  Medicare 
patients  from  its  statewide  Nitro- 
Dur  pharmacy  program,  which 
provides  nitroglycerine  patches 
worn  by  angina  patients  to 
medicate  heart  difficulties. 

Pursuant  to  the  terms  of  the 
written  agreement,  Schering  will 
distribute  20,700  Nitro-Dur 
patches  free  of  charge  to  nine 
public  hospitals  across  the  state 
-  a  $30,000  savings  to  the  state. 
Schering  also  agreed  to  ensure 
that  the  program  will  be  made 
available  to  Medicaid  and 
Medicare  patients  in  each  state 
where  the  program  operates. 

Schering  will  also  ensure  that  all 
Massachusetts  angina  patients 


who  use  its  Nitro-Dur  patch  will 
receive  an  educational  video  or 
written  equivalent  -  including 
Medicaid  and  Medicare  patients 
across  Massachusetts. 

Schering  allegedly  denied  a  free 
educational  prog  ram  to  Medicaid 
and  Medicare  patients  which  it 
was  distributing  to  cash-paying 
patients  and  those  insured  by 
private  companies.  Non- 
Medicaid  and  non-Medicare 
angina  patients  who  were 
prescribed  the  Nitro-Dur  patch 
were  given  a  coupon  for  an 
educational  program  and 
discount,  while  Medicaid  and 
Medicare  patients  were  allegedly 
excluded  from  this  program.  ■ 


NEWSLETTER 
CONTRIBUTION 

The  Attorney  General's  office  hopes  this  newsletter  is 
both  informative  and  useful.  We  must  join  together  to 
combat  fraud  in  our  society.  We  hope  to  highlight 
programs  you  have  regarding  fraud  in  the  next  issue. 
If  you  have  an  article  or  information  you  would  like  to 
have  included  in  our  next  edition,  the  deadline  for 
submissions  is  September  30th.  Contributions  to  the 
newsletter  can  be  forwarded  to  Erin  O'Sullivan, 
Publications  Coordinator,  Attorney  General's  office, 
One  Ashburton  Place,  20th  floor,  Boston,  MA  021 08. 
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AGENDA:  FRAUD  NEWSLETTER 


Enclosed  is  the  latest  issue  of  Attorney  General  Scott  Harshbarger*s  FRAUD  NEWSLETTER. 
If  you  know  someone  we  have  overlooked  on  our  mailing  list,  please  add  the  name  at  the  bottom 
of  this  form.  In  the  event  that  you  have  moved,  please  fill  in  the  updated  information  and  mail 
this  form  back  to  Ms.  Erin  O'Sullivan,  Publications  Coordinator,  One  Ashburton  Place,  20th 
Floor,  Boston,  MA  02108.  Please  do  not  cut  the  sheet,  thank  you. 

If  you  have  any  comments  or  suggestions,  please  feel  free  to  include  them  on  this  form,  and 
return  it  to  the  Attorney  General's  office. 

ADDITIONAL  MAILING  LIST: 

Name 


Street  Address 

City                                                         State 

Zip  code 

ADDRESS  AS  IT  CURRENTLY  APPEARS: 

Name 

Street  Address 

City                                                         State 

Zip  code 

ADDRESS  AS  IT  SHOULD  APPEAR: 

Name 

Street  Address 

City                                                         State 

Zip  code 

Thank  you  for  your  cooperation  and  suggestions. 
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AGENDA: 


FRAUD 


Harshbarger  receives 
award  for  anti-fraud  efforts 


Attorney  General  Scott  Harshbarger  was 
recently  awarded  the  Donald  R.  Cressey 
Award  from  The  Association  of  Certified 
Fraud  Examiners.  The  Cressey  Award  is 
awarded  annually  by  the  Association  to  an 
outstanding  contributor  in  the  field  of  white- 
collar  crime  education  and  prevention. 

The  Association,  headquartered  in  Austin, 
Texas,  was  founded  to  improve  the 
detection  and  deterrence  of  white-collar 
crime.  Its  10,000  members  in  over  20 
countries  come  from  the  fields  of  auditing, 
investigation,  and  law  enforcement, 
representing  a  wide  range  of  private  firms, 
Fortune  500  companies,  and  government 
agencies. 

Association  chairman  Joseph  T.  Wells 
said  the  Attorney  Generarhas  established 
fraud  detection  and  prosecution  as  a  major 
priority,  and  has  devoted  extensive  legal 


and  investigative  resources  from 
throughout  his  office  to  fight  fraud  in  many 
areas." 

The  Donald  R.  Cressey  Award  was 
established  in  memory  of  the  founder  of 
the  Association  of  Certified  Fraud 
Examiners.  Dr.  Cressey,  who  died  in 
1 987,  and  was  highly  honored  throughout 
his  long  and  distinguished  career  for  his 
original  research  in  white-collar  crime.  He 
chaired  the  Sociology  Department  and 
was  Graduate  Dean  of  the  University  of 
California  at  Santa  Barbara  for  several 
years. 

Previous  recipients  include  Rudolph 
Giuliani,  the  former  U.S.  Attorney  for  the 
Southern  District  of  New  York,  who 
prosecuted  such  Wall  Street  people  guilty 
of  fraud  as  Ivan  Boesky  and  Dennis  Levine. 
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November,  1993 


To  the  Citizens  of  Massachusetts: 

The  Health  Insurance  Association  of  America  estimates  that  nationally  health 
care  fraud  costs  as  much  as  $80  billion  per  year.  While  the  majority  of  individuals 
and  corporations  who  provide  health  care  goods  and  services  do  so  professionally 
and  honestly,  those  who  do  not  must  be  dissuaded.  Therefore,  the  AG's  office 
remains  committed  to  identifying  fraud,  waste  and  abuse  and  enforcing  existing 
state  laws  to  prosecute  those  who  abuse  a  complex  payment  system.  We  also 
continue  to  negotiate  payment  of  civil  damages  and  fines  for  other  abusive 
actions. 

Providing  quality  health  care  to  all  residents  at  affordable  rates  has  been  a  major 
priority  within  the  Office  of  the  Attorney  General.  While  the  office  engages  itself 
in  such  issues  as  quality  of  care,  insurance  rates,  access  to  care  and  financing 
of  health  care,  we  must  insist  that  quality  health  care  is  being  delivered  to  our 
poor  and  elderly.  Efforts  must  include  the  monitoring  of  fraud,  waste  and  abuse 
in  a  very  complex  health  care  delivery  system. 

The  Medicaid  Fraud  Control  Unit  (MFCU)  continues  its  mission  of  fighting  fraud, 
waste  and  abuse  within  the  Massachusetts  Medicaid  program.  Last  year  over 
$3  billion  dollars  was  administered  to  600,000  Medicaid  recipients  for  health  care 
goods  and  services.  The  MFCU  has  embarked  on  an  aggressive  program  to 
return  millions  of  dollars  to  the  state  Medicaid  budget  and  prosecute  those  who 
indiscriminately  defraud  the  system. 

Included  in  this  issue  of  AGenda:  Fraud  are  Fiscal  1993  MFCU  enforcement 
activities.  While  we  are  encouraged  by  the  results  of  aggressive  and  swift 
enforcement  of  existing  laws,  we  realize  that  in  an  ever-changing  health  care 
delivery  system  we  cannot  afford  to  rest  on  our  previous  successes.  During  the 
next  six  months  various  divisions  within  my  office  will  work  in  harmony  to 
maximize  our  resources  and  expand  fraud  investigations  at  each  level  and  in 
every  geographic  region  of  the  Commonwealth.  We  stand  ready  to  combat 
fraud,  waste  and  abuse  in  whatever  health  care  system  is  adopted  on  a  national 
scale  and  a  state  level. 

I  hope  AGenda:  Fraud  continuesto  be  helpful  and  encourage  vou  to  communicate 
your  thoughts  and  ideas  to  my  staff.  Please  feel  free  to  continue  making 
suggestions  regarding  our  anti-fraud  efforts. 


Sincere 


ott  Harshbarger 
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MEDICAID  FRAUD  NEWS 


The  Massachusetts  Medicaid 
Fraud  Control  Unit  was 
established  in  1 978  as  a  result 
of  federal  legislation 
authorizing  individual  states  to 
investigate  and  prosecute 
waste,  fraud  and  abuse  within 
the  Medicaid  Program.  The 
Massachusetts  Unit  has  been 
certified  annually  since  that 
time  and  receives  75%  of  its 
operating  budget  from  the 
federal  government.  The  total 
MFCU  budget  for  Fiscal  year 
1993  (FY  '93)  was  approx- 
imately $1.4  million. 

Congress  continues  to  fund 
the  Massachusetts  Unit 
because  of  its  commitment  to 
prosecute  providers  who 
abuse  the  system  and  take 
advantage  of  those  most 
vulnerable  who  depend  on 
medicaid  for  health  care  -  the 
poor  and  elderly.  During  the 
previous  12  months  the 
Massachusetts  Medicaid 
Program  administered  over$3 
billion  for  health  care  goods 
and  services  to  nearly  600,000 
recipients. 

The  focus  of  this  Unit  continues 
to  be  criminal  prosecution  and 
civil  enforcement  of  health  care 
providers  who  defraud  the 
Commonwealth's  Medicaid 
Program  or  who  abuse  and 
neglect  nursing  home 
residents.  Investigating  and 
prosecuting  Medicaid  provider 


fraud  is  a  major  responsibility 
in  Massachusetts,  as  the  state 
Medicaid  Program  is  the 
largest  line  item  in  the  state 
budget.  The  Massachusetts 
Medicaid  budget  is  ranked  sixth 
largest  in  the  nation. 

During  FY'93  the  MFCU 
received  a  total  of  563 
complaints  via  telephone  and 
mail.  The  MFCU  conducted 
both  preliminary  and  formal 
investigations  of  these  matters. 
During  this  period  a  staff  of 
seven  Assistant  Attorneys 
General,  an  investigative  staff 
of  eighteen  and  support  staff 
of  four  significantly  increased 
enforcement  activity  over 
previous  years.  A  staff  of  five 
is  assigned  to  MFCU's  regional 
office  in  Springfield. 

The  year  was  highlighted  by 
increased  scrutiny  of  abuse, 
neglect  and  mistreatment 
referrals  from  long-term  care 
facilities.  As  reported,  30 
criminal  complaints  were 
issued  against  a  variety  of 
defendants  in  all  regions  of  the 
state.  Charges  brought 
against  nursing  home 
employees  range  from  abuse 
and  neglect  and  assault  and 
battery  to  violations  of  resident 
civil  rights.  A  prosecution  team 
of  three  investigators  along 
with  an  Assistant  Attorney 
General  continue  to  carry  out 
the   AG's  commitment  to 


vigorous  prosecution  of 
physical,  financial  and 
emotional  abuse  of  our  elderly. 

MFCU  fraud  and  larceny 
prosecutions  during  FY'93 
resulted  in  the  incarceration  of 
seven  individuals  -  including 
three  physicians  and  a 
pharmacist.  Sentences 
imposed  on  larceny  and  false 
Medicaid  claims  convictions 
ranged  from  30  days  to  one 
year.  Additionally,  two 
transportation  providers  were 
convicted  and  jailed  for  periods 
of  60  and  30  days. 

Civil  enforcement  efforts  were 
highlighted  by  acomplaint  and 
consent  judgment  filed  in 
Suffolk  Superior  court  against 
a  Rhode  Island  based  retail 
pharmacy  chain.  The  major 
New  England  retail  chain 
agreed  to  an  unprecedented 
$2.25  million  settlement  in 
which  $2  million  was  returned 
to  the  state  Medicaid  program 
in  addition  to  a  $250,000 
community  service  education 
component  for  elderly  and 
school  children  across 
Massachusetts.  Atotalofover 
$6.5  million  was  recovered 
during  FY'93. 
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During  FY'93,  the  Medicaid  Fraud  Control  Unit  compiled  the 
following  criminal  and  civil  enforcement  record  in  the  health  care 
area: 


CRIMINAL  FRAUD  CASES: 

Cases  Formally  Investigated  127 

Investigations  Completed  and  Closed  122 

Corporate  Indictments  12 

Individual  Indictments  94 

Total  Convictions  (Individual  &  Corporate)  59 

Individuals  Convicted  12 

Corporations  Convicted  4 


PATIENT  ABUSE/NEGLECT  CASES 

Abuse  and  Neglect  Referrals  168 

Abuse  Prosecutions  Initiated  27 

Investigations  Completed  and  Closed  1 5 

Total  Criminal  Complaints  30 

Pending  Prosecutions  (Individuals)  21 

Individuals  Convicted  9* 

*Six  (6)  prosecutions  were  continued  without  a  finding  of  guilty 
(CWOF)  by  the  Court  against  the  recommendation  of  Attorney 
General  Harshbarger. 


CIVIL/CRIMINAL  FINANCIAL  RECOVERIES 

Civil  Overpayments  Recovered  $5,354,016.80 

Civil  Damages  Paid  459,750.00 

Criminal  Restitution  Ordered  275,815.17 

Other  Civil  Recoveries  285,000.00 

Civil  Investigative  Costs  77,500.00 

Civil  Patient  Needs  Accounts  (PNA)  50,501 .30 

Criminal  Fines  Imposed  29,250.00 

Criminal  Patient  Needs  Accounts  (PNA)  5,000.00 

Criminal  Investigative  Costs  3,750.00 

Other  Costs  Paid  850.00 

TOTAL:  $6,541,433.27 
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SOURCE  OF  INVESTIGATIONS 

For  Cases  Opened  in  FY-1  993 


23% 


56°/c 


Total  of  1  27  Cases  Opened 


PUBLIC  WELFARE  □  CITIZEN 
INTERNAL  HOTHER 


PUBLIC  HEALTH 


SOURCE  OF  FUNDS  RECOVERED 

By  Provider  Type 


9%     6%  6o/o 


12% 


68% 


Total  of    $6,541,433.27    for  FY-1 993* 


TRANSPORTATION 


^ 


^DENTIST 


PHYSICIAN/CLINICS 
□  HOSPITAL/NURSING  HOME 


1  PHARMACY 


Period  06/22/92  through  06/30/93 
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MEDICAID  FRAUD  CASES 


SPRINGFIELD  WOMAN  INDICTED  FOR 

ALLEGED  EMBEZZLEMENT  OF  $27,000 

FROM  HANDICAPPED  CLIENTS 

The  Medicaid  Fraud  Control  Unit  announced 
that  a  Hampden  County  Grand  Jury  has 
returned  indictments  against  a  Springfield 
woman  in  connection  with  her  alleged 
embezzlement  of  more  than  $27,000  from 
handicapped  clients  whom  she  was  under 
contract  by  the  state  Department  of  Mental 
Retardation  (DMR)  to  serve. 

The  Springfield  woman  was  indicted  on  nine 
counts  of  trustee  embezzlement.  The 
indictments  relate  to  a  period  from  November, 
1989  through  November,  1992,  during  which 
she  allegedly  diverted  more  than  $27,000  from 
several  mentally  handicapped  clients  in  the 
greater  Springfield  area. 

The  woman  and  her  company  were  under 
contract  with  DMR  clients.  As  a  vendor,  the 
business  leased  homes  in  the  Chicopee  area 
as  group  homes  for  mentally  handicapped 
clients  and  staffed  these  homes  with  employees 
who  assisted  the  individual  clients  in  day-to- 
day living. 

The  DMR  clients  from  whom  monies  were 
stolen  had  only  limited  resources.  These  limited 
resources  generally  consisted  of  monies 
received  from  the  social  security  income 
programs.  As  Executive  Director,  the  woman 
had  control  over  many  of  the  clients'  bank 
accounts  as  representative  payee.  The 
indictments  allege  that  she  withdrew  monies 
form  these  accounts  for  her  own  personal  use, 
such  as  for  clothes,  jewelry,  furniture  and 
vacation  trips. 

DMR  terminated  its  contract  with  the  business 
in  January,   1993,   after  allegations  of 


mismanagement  and  other  violations  surfaced 
as  a  result  of  an  internal  DMR  investigation  of 
the  company.  DMR  then  referred  the  matter  to 
the  AG's  office  for  further  investigation.* 


LAKEVILLE  WOMAN  CHARGED  IN 

WAREHAM  DISTRICT  COURT  ON 

ALLEGED  PATIENT  ABUSE  CHARGE 

The  AG's  Medicaid  Fraud  Control  Unit 
announcedthataLakeville  woman  wascharged 
in  Wareham  District  Court  with  patient  abuse 
involving  the  alleged  abuse  of  a  30-year-old 
head  injury  patient. 

The  woman,  a  certified  nurse-aide  at  the 
Greenery,  Isaac  St.,  Middleboro,  wascharged 
with  one  count  of  patient  abuse.  She  was 
terminated  by  the  Greenery  five  days  after  the 
alleged  abuse  took  place. 

The  incident,  which  allegedly  took  place  on 
February  20th,  was  immediately  reported  to 
the  Greenery  administrators  and  appropriately 
referred  to  the  Department  of  Public  Health, 
which  referred  the  matter  to  the  AG's  Medicaid 
Fraud  Control  Unit  for  criminal  prosecution. 

Investigators  allege  that  she  struck  a  30-year- 
old  head-injured  victim  at  the  Greenery,  while 
she  was  assisting  five  other  employees  in 
placing  the  victim  in  restraints.  She  allegedly 
struckthe  victim  on  the  side  of  the  face,  creating 
a  loud  slapping  sound  and  leaving  red  marks 
on  the  victim's  face  for  a  short  period  of  time. 
Based  upon  interviews  and  witness  statements, 
investigators  allege  that  the  woman's  conduct 
was  intentional  and  abusive.* 
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CVS  ENTERS  INTO  $2.25  MILLION 
AGREEMENT  AND  COURT  JUDGMENT 

WITH  ATTORNEY  GENERAL 

HARSHBARGER'S  MEDICAID  FRAUD 

CONTROL  UNIT 


Attorney  General  Scott  Harshbarger 
announced  that  his  Medicaid  Fraud  Control 
Unit  (MFCU)  filed  a  complaint  and  judgment  in 
Suffolk  Superior  Court  against  Consumer  Value 
Stores  (CVS)  and  has  entered  into  a  separate 
settlement  agreement  valued  at  $2.25  million 
which  concludes  a  five-month  investigation  of 
the  Rhode  Island-based  chain  drug  store. 

The  agreement  calls  for  the  payment  of  $1 .95 
million  by  CVS  to  the  State  Medicaid  program 
as  a  result  of  CVS's  failure  to  pass  its  10 
percent  senior  citizen  discount  to  the  state 
during  a  three-year  period.  An  additional 
$50,000  was  paid  to  the  Commonwealth  of 
Massachusetts  to  settle  a  variety  of  claims, 
including  the  manner  in  which  CVS  has 
advertised  its  senior  citizen  discount  policy.  A 
separate  agreement  was  also  reached  with  the 
AG  whereby  CVS  will  make  135  educational 
presentations  to  senior  citizen  groups  and 
selected  elementary  schools  over  the  next  12 
months. 

Attorney  General  Harshbarger's  Medicaid 
Fraud  Control  Unit  alleged  that  CVS,  which 
operates  a  statewide  chain  of  over  200 
pharmacies,  failed  to  credit  the  Medicaid 
program  with  a  1 0  percent  senior  citizen  policy 
it  was  advertising  and  making  available  to  its 
cash-paying  customers.  Investigators  allege 
that  upwards  to  $800,000  over  the  three-year 
period  was  not  credited  to  the  Medicaid 
program,  which  administers  over  $3  billion 
annually  to  various  providers  of  health  care 
goods  and  services. 

The  payment  of  $1.95  million  by  CVS  to  the 
Medicaid  program  represents  monies  to  which 
CVS  was  not  entitled  and  damages  pursuant  to 
Attorney  General  Harshbarger's  authority  to 


seek  double  and  treble  damages  as  a  result  of 
CVS's  actions.  The  basis  of  the  complaint  is  a 
1989  agreement  CVS  made  with  the 
Department  of  Public  Welfare  in  which  CVS 
was  to  implement  and  monitor  a  computer 
program  to  pass  the  discount  to  the  Medicaid 
program.  MFCU  investigators  allege  that  CVS 
breached  its  contract  and  failed  to  comply  with 
the  monitoring  terms  of  the  contract. 

In  addition  to  the  $1 .95  million  payment  for  its 
failure  to  give  the  state  a  1 0  percent  discount  to 
seniors,  CVS  also  agreed  to  pay  $50,000  to  the 
Medicaid  prog  ram  to  resolve  otherclaims  made 
by  MFCU  investigators  during  its  five-month 
investigation.  Part  of  that  agreement  provides 
for  CVS  to  change  its  current  practice  of 
advertising  its  1 0  percent  senior  citizen  discount. 
CVS,  therefore,  will  agree  to  begin  advertising 
that  its  senior  citizen  discount  policy  applied  to 
cash-paying  reimbursable  and  Medicaid 
program  pharmacy  customers  only. 

Otherclaims  made  by  MFCU  investigators  and 
entered  into  as  part  of  the  separate  agreement 
include  CVS's  technical  noncompliance  with 
written  prescription  requirements,  and  its  billing 
and  advertising  practices  regarding  prescription 
and  over-the-counter  medications. 

Audits  of  several  CVS  pharmacies  across  the 
state  revealed  that  pharmacists  were 
dispensing  prescription  brand-name  drugs, 
without  required  technical  language  from 
prescribing  physicians.  Also  at  issue  was  the 
dispensing  of  non-prescription  items  and 
medical  supplies  to  Medicaid  recipients,  which 
requires  a  written  prescription  signed  by  an 
authorized  physician. 
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Payment  of  the  $50,000  amount  resolves  all 
outstanding  claims  which  the  Office  of  the 
Attorney  General  had  under  investigation  with 
CVS,  while  CVS  denies  any  wrongdoing  and 
does  not  admit  any  liability. 

In  addition  to  paying  the  Commonwealth  of 
Massachusetts  $2  million,  CVS  also  agreed  to 
provide  a  12-month  educational  program  to 
both  senior  citizen  groups  and  elementary 
school  children  across  the  state.  The  Office  of 
the  Attorney  General  estimates  the  value  of  all 
programs  to  be  $250,000. 

The  seniorcitizen  educational  component  calls 
for  CVS  to  present  a  series  of  programs  to  1 25 
different  senior  citizen  groups  and  centers  by 
having  registered  pharmacists  make 
presentations  and  video  productions  on  a  variety 
of  matters,  including: 

•Self  Medication  Awareness  Test 
•National  Medication  Awareness 
•The  Brown-Bag  Program  -  Medication 
Review 

•Wise  Use  of  Drugs  -  A  Program  for 
Older  Americans 
•The  Medication  Generation 
•Vial  of  Life 

•Drugs  and  the  Older  Individual 
•Understanding  Your  Diabetes  and 
Leading  a  Healthy  Life 
•Nutrition  for  Better  Health 
•Patient  Compliance  -  It's  Up  to  You 
•Helping  Your  Medicine  Help  You 

Each  educational  presentation  for  seniors  will 
be  accompanied  by  some  form  of  medical 
screening,  such  as  blood  pressure,  cholesterol 
or  diabetes  screening. 

CVS  will  also  present  health  and  drug-related 
educational  programs  in  the  five  largest  cities 
where  the  company  services  a  varied  Medicaid 
population.  Those  cities  include,  Boston, 
Brockton,  Lowell,  New  Bedford,  and 
Springfield.* 


AG  OBTAINS  $16,550  CONSENT 

JUDGMENT  WITH  FORMER  J.P.  NURSING 

HOME  OWNER;  BANNED  FROM 

OPERATING  NURSING  FACILITY  IN 

MASSACHUSETTS 

The  Medicaid  Fraud  Control  Unit  filed  a  $1 6,550 
civil  consent  judgement  in  Suffolk  Superior 
Courtwith  a  Jamaica  Plain  nursing  homeowner 
for  alleged  violations  of  state  laws  and 
regulations  in  the  operation  of  the  patients' 
personal  needs  allowance  bank  account.  The 
owner  is  banned  from  operating  any  long-term 
facility  in  the  Commonwealth. 

The  Medford  man,  owner  and  operator  of  the 
Bradley  Nursing  Home,  at  495  Walnut  Avenue, 
Jamaica  Plain,  entered  into  a  judgment  and 
settlement  agreement  which  requires  him  to 
pay  $1 3,550  directly  to  1 3  former  residents  of 
the  Bradley  Nursing  home  for  alleged 
mismanagement  of  the  residents'  personal 
needs  allowance  bank  account.  In  accordance 
with  the  terms  of  the  agreement,  he  paid  the  full 
amount. 

The  agreement  also  requires  him  to  cease  and 
desist  from  any  participation  in  the  business  of 
owning,  operating  or  being  employed  in  any 
way  in  any  long-term  care  facility  in  the 
Commonwealth.  He  is  also  required  to  pay 
$3,000  to  the  Office  of  the  Attorney  General  for 
the  costs  of  its  investigation.  As  part  of  the 
settlement,  he  admitted  to  no  wrongdoing  nor 
the  violation  of  any  law. 

He,  in  addition  to  owning  the  nursing  home,  is 
a  licensed  nursing  home  administrator.  He 
turned  in  his  license  tothe  Board  of  Registration 
last  year,  following  the  close  of  the  facility. 

The  complaint,  filed  simultaneously  with  the 
agreement,  alleged  that  he  wrongfully  received 
over  $1 3,000  of  the  residents'  money  during  a 
period  form  January  1,  1989,  to  July  of  1992. 
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The  complaint  alleges  that  he  engaged  in  fraud, 
deceit  and  misrepresentation ,  as  well  as  breach 
of  contract  with  the  Department  of  Public 
Welfare's  Medicaid  Program. 

He  acted  as  the  trustee  of  the  patients'  bank 
accounts.  State  regulations  allow  residents  to 
keep  $60  each  month  to  spend  on  their  own 
personal  needs.  Residents  use  this  allowance 
to  purchase  clothing,  candy,  cigarettes  and  to 
attend  social  outings.  In  many  instances,  this 


is  the  only  money  these  residents  have.  He 
allegedly  diverted  some  of  these  monthly 
allowances  for  his  own  use.  In  addition,  his 
books  were  haphazardly  maintained  and 
financial  filings  were  not  made,  in  violation  of 
the  applicable  regulations. 

The  investigation  was  conducted  by 
Harshbarger's  Medicaid  Fraud  Control  Unit. 
The  matter  was  referred  to  the  Medicaid  Unit 
by  the  Department  of  Public  Health.* 


WORKERS'  COMPENSATION  NEWS 


On  July  13,  1993,  Attorney 
General  Harshbarger  met  with 
Sally  Narey,  Senior  Vice 
President  and  General 
Counsel  for  the  National 
Council  on  Compensation 
Insurance  (NCCI)  to  discuss 
workers'  compensation,  and 
the  respective  roles  of  law 
enforcement  and  the 
insurance  industry  in 
combatting  fraud  within  the 
system. 

NCCI,  headquartered  in  Boca 
Raton,  Florida,  is  a  voluntary 
nonprofit,  statistical  and  rate- 
making  organization.  Sup- 
ported by  the  insurance 
industry,  NCCI's  primary 
functions  are  the  preparation 
and  administration  of  rates, 
rating   plans,  systems  for 


workers'  compensation  in- 
surance in  32  states,  and  the 
provision  of  similar  assistance 
in  about  one-half  of  the 
remaining  cases. 

Narey  updated  Harshbarger 
aboutthe  activities  of  the  NCCI 
Fraud  Advisory  committee  and 
was  interested  to  hear  from 
the  Attorney  General  about  the 
office's  recent  prosecutions,  as 
well  as  the  working  relationship 
between  the  Attorney  General 
and  the  Insurance  Fraud 
Bureau  of  Massachusetts. 

Narey  expressed  interest  in 
working  cooperatively  with  the 
Attorney  General's  office,  and 
with  the  National  Association 
of  Attorneys  General 
Insurance  Committee  of  which 
Harshbarger  is  Chairman. 
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TASK  FORCE  UPDATE 

At  the  September  1 5th  meeting  of  the  Attorney 
General's  Task  Force  to  Reduce  Waste,  Fraud 
and  Abuse  in  the  Workers'  Compensation 
System,  Dr.  Richard  A.  Victor,  Executive 
Director  of  the  Workers'  Compensation 
Research  Institute  (WCRI)  in  Cambridge,  MA 
addressed  the  30  member  group. 

WCRI  is  an  independent,  not-for-profit  research 
organization  which  provides  high-quality 


objective  information  about  various  public  policy 
issues  involving  workers' compensation.  WCRI 
has  studied  the  workers'  compensation  system 
in  30  states  and  is  nationally  recognized  as  a 
leader  in  the  field. 

Dr.  Victor  discussed  a  recent  WCRI  study  of  six 
states,  including  Massachusetts,  and  reviewed 
his  findings  with  respect  to  the  "cost  drivers" 
responsible  for  the  increasing  costs  in  these 
states. 


WORKERS'  COMPENSATION  CASES 


AG  OBTAINS  INDICTMENTS  AGAINST 
FORMER  STATE  HIGHWAY  WORKER 

FROM  WESTPORT  FOR  ALLEGED 
$20,000  WORKERS'  COMPENSATION 

FRAUD 

Attorney  General  Harshbarger  announced  that 
a  Bristol  County  Grand  Jury  returned 
indictments  against  a  former  state  highway 
worker  from  Westport  who  is  alleged  to  have 
fraudulently  received  over  $20,000  in  workers' 
compensation  benefits  from  the  Common- 
wealth of  Massachusetts. 

The  Westport  man  was  indicted  on  one  count 
of  larceny  over  $250,  one  count  of  making  false 
claims  against  the  Commonwealth  and  one 
count  of  workers'  compensation  fraud. 

The  defendant  received  a  back  injury  in 
February,  1988,  while  working  as  a  laborer  for 
the  Massachusetts  Highway  Department  (then 
known  asthe  Department  of  Public  Works).  He 
received  total  temporary  disability  benefits  from 
that  time  until  December,  1992.  It  is  alleged 
that  from  early  1991  through  1992,  he  owned 


and  operated  a  vending  machine  business.  In 
1991,  his  business  grossed  over  $30,000. 
Duringthe  period  he  was  operating  the  vending 
machine  business,  he  allegedly  continued  to 
collect  total  temporary  disability  benefits  forthe 
injury  he  received. 

The  case  was  the  result  of  a  joint  investigation 
by  the  AG's  office  and  the  Investigative  Division 
of  the  Public  Employees  Retirement 
Administration  (PERA),  which  is  the  state 
agency  charged  with  administering  workers' 
compensation  benefits  for  state  employees.* 


WOBURN  MAN  INDICTED  FOR  ALLEGED 

WORKERS'  COMPENSATION  FRAUD 

INVOLVING  $15,000  IN  BENEFITS 

Attorney  General  Harshbarger  announced  that 
a  Middlesex  County  Grand  Jury  indicted  a 
Woburn  man  who  alleged  to  have  fraudulently 
received  over  $15,000  in  workers' 
compensation  benefits  from  Liberty  Mutual 
Insurance  Company. 
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He  suffered  a  back  injury  in  November,  1989, 
while  working  as  a  truck  driver/delivery  person 
for  Somerville  Lumber.  He  received  total 
temporary  disability  benefits  from  that  time 
until  June,  1992.  It  is  alleged  that  from  June, 
1 991  through  June,  1 992,  he  was  working  as  a 
truck  driver/delivery  person  elsewhere,  while 
continuing  to  receive  total  disability  benefits. 
During  a  portion  of  this  period  he  was  also 
allegedly  working  a  second  job  as  a  cleaning 
person.* 


LYNNFIELD  WOMAN  PLEADS  GUILTY  TO 

CHARGES  IN  WORKERS' 

COMPENSATION  FRAUD  CASE 

Attorney  General  Scott  Harshbarger 
announced  that  a  Lynnfield  woman  pleaded 
guilty  in  Peabody  District  Court  to  charges 
relating  to  her  fraudulent  collection  of  workers' 
compensation  benefits. 

The  Lynnfield  woman  pleaded  guilty  to  one 
count  of  larceny  over  $250  and  one  count  of 
insurance  fraud.  She  was  sentenced  to  six 
months  in  the  House  of  Correction,  suspended 
fortwo  years  on  each  count,  to  run  concurrently ; 
a  $500  fine  on  the  one  count  of  insurance 
fraud;  and  restitution  in  the  amount  of  $3,494. 

The  woman  was  working  while  collecting 
workers'  compensation  benefits  for  an  injury 
she  sustained  in  1988.  She  injured  her  back 
and  knee  in  February,  1988,  while  working  as 
a  computer  operator  for  Hamilton/Avnet 
Electronics  in  Peabody.  As  a  result  of  her 
injury,  she  was  receiving  temporary  total 
disability  benefits  from  Liberty  Mutual  Insurance 
Company,  Avnet's  insurer. 

The  woman  led  Liberty  Mutual  to  believe  that 
she  was  still  disabled  in  June,  1990,  when,  in 
fact,  she  had  begun  working  as  a  temporary 


claims  adjustor  through  Claims  Overload 
Systems,  during  the  same  month.  During  the 
period  she  worked  for  Claims  Overload,  she 
received  over  $3,000  in  total  disability  benefits. 

The  case  was  the  result  of  a  joint  investigation 
by  the  AG's  office  and  the  Insurance  Fraud 
Bureau  of  Massachusetts.* 


TWO  MEN  INDICTED  IN  ALLEGED  $26,000 

WORKERS'  COMPENSATION  FRAUD; 

EMPLOYEE  ALLEGED  SOFTBALL 

INJURY  HAPPENED  AT  WORK 

Attorney  General  Harshbarger  announced  that 
a  Berkshire  County  Grand  Jury  has  returned 
indictments  against  a  Pittsfield  man  who 
allegedly  claimed  a  Softball  injury  occurred  at 
work  and  his  employer,  forallegedly  defrauding 
the  American  Policyholders'  Insurance 
Company  of  $26,161. 

The  Pittsfield  man  was  indicted  on  one  count  of 
insurance  fraud  and  one  count  of  larceny  over 
$250.  The  second  man  from  Lee  was  indicted 
one  count  of  workers' compensation  insurance 
fraud. 

The  Pittsfield  man  filed  forand  received  workers' 
compensation  benefits  in  the  amount  of  $26, 161 
form  the  American  Policyholders  Company  for 
an  injury  he  allegedly  suffered  while  working  at 
the  Battery  Outlet  Store  in  Pittsfield  on  August 
30,  1991.  The  second  man,  his  employer, 
allegedly  verified  that  the  injury  occurred  at 
work. 

The  Pittsfield  man  allegedly  was  not  injured  at 
work,  but  rather  at  a  Softball  game  at  the 
Berkshire  County  softball  complex  after  the 
completion  of  his  workday.* 
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AG  OBTAINS  $1,525  MILLION  IN 

FINES  &  RESTITUTION  FROM 

WALTHAM  COMPANY  IN 

CONNECTION  WITH  WORKERS1 

COMPENSATION  UNDERPAYMENTS 

Attorney  General  Scott  Harshbarger  filed  a 
complaint  for  $1,525  million  in  fines  and 
reimbursement  from  Janitronics,  Inc.  of 
Waltham.  In  a  civil  action  concluded  in  Suffolk 
Superior  Court,  the  company  agreed  to  the 
terms  as  a  result  of  its  alleged  unfair  and 
deceptive  trade  practices  and  its  failure  to 
adequately  contribute  to  the  Massachusetts 
Workers'  Compensation  Shared  Risk  Pool  or 
to  its  insurance  carrier. 

Janitronics,  Inc.,  an  office  cleaning  corporation 
located  at  1  University  Place,  Waltham,  under- 
reported  the  number  of  its  employees  to  Liberty 
Mutual  Insurance  Company  when  obtaining 
workers'  compensation  insurance  over  a  two- 
year  period.  The  Attorney  General  alleged  that 
the  company  had  as  many  as  1 , 1 00  employees, 
although  the  company  only  reported  2,250.  As 
a  result,  the  AG  alleges  that  over  $500,000 
was  not  paid  to  the  Massachusetts  Workers' 
Compensation  Shared  Risk  Pool  and  over  $1 
million  was  not  paid  to  Liberty  Mutual  for  workers' 
compensation  and  other  lines  of  insurance. 

The  terms  of  the  settlement  require  Janitronics 
and  its  officers  to  pay  a  $125,000  fine  and  to 
refrain  from  such  under-reporting.  The 
settlement  also  incorporates  and  provides  for 
enforcement  of  a  $1 .4  million  agreement  with 
Liberty  Mutual,  which  calls  for  Janitronics  to 
reimburse  $500,000  to  the  Massachusetts 
Workers'  Compensation  Shared  Risk  Pool  and 
to  reimburse  the  remaining  $900,000  in 
premiums  for  additional  insurance  coverage 
provided  by  Liberty  mutual.  Throughout  the 
investigation,  Janitronics  cooperated  fully.* 


HWHIH"! ■"■™"^™ 


CONTRIBUTION 


We  hope  this  newsletter  is  both 
informative  and  useful.  Its  success 
depends  upon  your  input.  We  must 
join  together  to  combat  fraud  in  our 
society.  We  hope  to  highlight  several 
programs  from  around  the  state  in 
the  next  issue/  Contributions  to  the 
newsletter  can  be  forwarded  to  Erin 
O'Sullivan,  Publications  Coordinator, 
Attorney  General's  office,  20th  Floor, 
One  Ash  burton  Place,  Boston,  MA 
02108. 


To  reprint  information  from  the 
Attorney  General's  newsletter, 
please  contact  the  editor,  Erin 
O'Sullivan,  at  (617)727-2200x2674. 
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DEPARTMENT  OF  EMPLOYMENT 
AND  TRAINING  NEWS 


The  Department  of  Em- 
ployment and  Training  (DET) 
achieved  an  impressive  record 
of  productivity  in  fiscal  year 
1993. 

One  hundred  and  eighty-two 
cases  were  referred  to  the 
division,  two  hundred  and  forty- 
two  cases  were  disposed, 
three  hundred  and  thirty-two 
cases  were  closed,  $866,488 
was  collected,  129  defaults 
were  removed  and  8  decisions 
were  rendered  by  the  S.J.C. 
and  Appeals  Courts. 

The  division  worked  with  a 
variety  of  law  enforcement 
agencies  in  conducting 
investigations,  arrests,  and  has 
achieved  several  successful 
prosecutions.  The  agencies 
include:  Department  of 
Corrections,  Immigration  and 
Naturalization  Services, 
Inspector  General's  Office, 
Department  of  Labor  and 
Department  of  Health 
Education  and  Welfare, 
Department  of  Public  Welfare, 
Department  of  Revenue, 
Department  of  Labor  and 
Industries,  I.R.S.  Internal 
Affairs  Division  and  Criminal 
Investigations  Division,  U.S. 
Coast  Guard  Intelligence 
Division,  and  U.S.  Army 
Intelligence  Division. 


The  division  has  continued  to 
be  aggressive  and  ventured 
into  new  areas  of  investigation, 
prosecution,  and  sentencing. 
Early  in  the  fiscal  year  Paula 
Niziak  with  the  assistance  of 
Mike  Federico  and  inves- 
tigators from  the  Inspector 
General's  office,  and  Health, 
Education  and  Welfare 
executed  a  search  warrant.  As 
a  result,  over  eight  boxes  of 
incriminating  evidence  was 
obtained  and  opened  a 
pandora's  box  of  possible 
crimes  extending  beyond  the 
large  amount  of  monies  stolen 
from  DET. 

There  have  been  more  trials  in 
the  last  year  than  in  any  other 
year  in  recent  memory  and 
although  there  is  great  disparity 
in  judge's  attitudes  toward 
unemployment  fraud,  the 
division  was  successful  in 
obtaining  several  significant 
sentences  from  the  district 
court.  Sentences  handed 
down  range  from  two  years  in 
the  House  of  Correction,  one 
year  to  serve  with  the  balance 
suspended  for  one  year  with 
restitution  in  the  amount  of 
$7,899.00  to  a  plethora  of 
sentences. 


The  division  can  point  to  a 
large  number  of  cases  where 
individuals  were  sentenced  to 
90,  60,  or  30  days  to  serve  in 
the  House  of  Correction. 
However,  it  appears  that  more 
and  more  of  the  dispositions 
weigh  on  the  side  of  leniency. 
On  more  than  one  occasion 
and  by  a  variety  of  judges,  the 
Commonwealth's  attorneys 
have  been  admonished  in 
open  court  for  requesting  such 
harsh  sentences. 

There  are  judges  who  issued 
reasonable  sentences  based 
on  the  facts  of  a  particular  case. 
When  stronger  sentences  are 
issued  it  is  usually  on  the  most 
egregious  of  cases.  However, 
even  then  there  are  times  in 
the  face  of  such  facts  a  judge 
will  continue  to  be  lenient  in 
his/her  sentencing. 
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EMPLOYMENT  &  TRAINING  CASES 


NEW  BEDFORD  AND  NATICK  MEN 

PLEAD  GUILTY  AND  ARE  SENTENCED 

TO  HOUSE  OF  CORRECTION 

Attorney  General  Scott  Harshbarger 
announced  that  a  New  Bedford  man  and  a 
Natick  man  were  sentenced  to  the  House  of 
Correction  after  pleading  guilty  to 
unemployment  fraud  in  separate  cases  brought 
by  the  Division  of  Employment  and  Training. 

The  New  Bedford  man  pleaded  guilty  to  larceny 
of  $4,713  in  unemployment  benefits.  Judge 
John  A.  Markey  sentenced  him  to  one  year  in 
the  House  of  Correction,  six  months  to  serve, 
the  balance  suspended  for  three  years,  with 
restitution  to  the  Commonwealth. 

He  collected  27  unemployment  checks  from 
January  5, 1 983,  through  July  1 6, 1 983,  while 
he  was  working  at  the  Acushnet  Company 
Rubber  Division  in  New  Bedford. 

The  Natick  man  pleaded  guilty  in  the 
Framingham  District  Court  Jury  of  Six  Session 
to  larceny  over  $250  for  collecting  30 
unemployment  checks  totalling  $1 6,920  while 
he  was  employed  by  two  different  motor  vehicle 
dealerships.  He  was  sentenced  to  1 5  months 
in  the  House  of  Correction,  30  days  to  serve, 
the  balance  suspended  forthree  years,  and  full 
restitution. 

The  defendant  received  unemployment  benefits 
form  April,  1991,  to  July,  1992,  while  he  worked 
for  Bernardi's  Cycles,  Inc.,  of  Natick,  and  the 
former  Silko  Acura  dealership  of  Framingham. 

He  collected  checks  forthe  maximum  length  of 
time  an  individual  could  collect  unemployment 
benefits,  atthe  maximum  weekly  rate  available. 
In  addition,  he  received  two  federal  extensions.* 


WORCESTER  MAN  CHARGED  WITH 

ALLEGEDLY  COLLECTING  MORE  THAN 

$16,000  IN  FRAUDULENT 

UNEMPLOYMENT  BENEFITS 

A  Worcester  man  has  been  arrested  and 
charged  with  collecting  more  than  $16,000  in 
unemployment  benefits,  uttering  and  forgery. 

He  was  arrested  August  11th  atthe  Department 
of  Employment  and  Training  office  on  Myrtle 
Street  in  Worcester.  He  was  allegedly  collecting 
unemployment  benefits  underthree  fraudulent 
social  security  numbers  for  the  past  several 
months.  In  that  time,  he  allegedly  received  a 
total  of  $16,000. 

He  is  also  being  charged  with  uttering  and 
forgery.  He  faces  a  maximum  sentence  of  two- 
and-one-half  years  on  each  charge. 

The  arrest  was  made  by  Joseph  Kintigos,  an 
investigator  from  the  AG's  office  and  Frank 
Risatti,  an  investigator  from  the  Department  of 
Employment  and  Training,  with  assistance  from 
the  Worcester  Police  Department.* 


THREE  FORMER  DEPARTMENT  OF 
EMPLOYMENT  AND  TRAINING 
EMPLOYEES  CHARGED  WITH 

UNEMPLOYMENT  FRAUD  IN  THREE 
UNRELATED  CASES 

Attorney  General  Harshbarger  and  the 
Department  of  EmploymentandTraining(DET) 
Commissioner  Nils  Norberg  announced  that 
three  former  DET  employees  have  been 
charged  in  Boston  Municipal  Court  on  one 
count  each  of  larceny  by  false  pretenses  and 
unemploymentfalseclaims,  in  unrelated  cases. 
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These  cases  are  the  result  of  an  investigation 
by  the  Internal  Control  Office  of  DET. 

A  Belmont  man  allegedly  collected  $5,030  in 
unemployment  benefits  from  June  20, 1 992,  to 
October  31 ,  1992,  while  he  was  employed  at 
the  Benefit  Payment  Control  Unit  of  DET  in 
Chelsea. 

A  Dorchester  man  allegedly  collected  $4,170 
in  unemployment  benefits  from  December  1 1 , 
1 992,  to  April  29, 1 992,  while  he  was  employed 
at  the  Roxbury  office  of  DET.  He  started 
working  at  DET  in  June,  1991,  as  an  Intermittent 
Claims  Clerk  and  was  assigned  to  the  reception 
and  interviewing  areas. 

A  second  man  from  Dorchester  allegedly 
collected  $5,265  in  unemployment  benefits 
from  September  7, 1 991 ,  to  July  9, 1 992,  while 
he  was  employed  at  the  Salem  office  of  DET. 
Cater  started  at  DET  in  January,  1992,  and 
was  an  Intermittent  Claims  Clerk. 

According  to  the  AG's  office ,  there  is  no  evidence 
that  the  three  knew  each  other  or  conspired 
together  to  allegedly  steal  the  monies. 

The  complaints  charge  that  the  defendants 
filed  false  benefit  claims  with  the  agency  by 
stating  that  they  were  not  working,  but  actively 
seeking  employment  compensation.  However, 
each  defendant  was  employed  by  DET  at  the 
time  they  received  unemployment  benefits.* 
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AGENDA:  FRAUD  NEWSLETTER 


Enclosed  is  the  latest  issue  of  Attorney  General  Scott  Harshbarger's  FRAUD  NEWSLETTER.  If 
you  know  someone  we  have  overlooked  on  our  mailing  list,  please  add  the  name  at  the  bottom 
of  this  form.  In  the  event  that  you  have  moved,  please  fill  in  the  updated  information  and  mail  this 
form  back  to  Ms.  Erin  O'Sullivan,  Publications  Coordinator,  One  Ashburton  Place,  20th  Floor, 
Boston,  MA  02108. 

If  you  have  any  comments  or  suggestions,  please  feel  free  to  include  them  on  this  form,  and  return 
it  to  the  Attorney  General's  office. 


ADDITIONAL  MAILING  LIST: 

Name 

Street  Address 

City                                                         State 

Zip  code 

ADDRESS  AS  IT  CURRENTLY  APPEARS: 

Name 

Street  Address 

Citv                                                         State 

ZiD  code 

ADDRESS  AS  IT  SHOULD  APPEAR: 

Name 

Street  Address 

Citv                                                         State 

Zip  code 

Thank  you  for  your  cooperation  and  suggestions. 


(PLEASE  DO  NOT  CUT  THIS  SHEET) 
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